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EDITORIAL COMMENT 


At this time, not without peril to the welfare of the ‘nited 
States, there is only one place for every patriotic American, 
and that is shoulder to shoulder beside President Franklin D. 
Roosevelt.—-From THE BANKERS MAGAZINE, October, 1939. 


AN UNUSUAL POLITICAL 
DEVELOPMENT 


UR approaching national campaign 
is already being marked by a de- 
velopment of great significance, 

and that is a rather wide disposition to 
ignore party names and other considera- 
tions that have prevailed in previous 
campaigns. This development has no 
partisan aspect, and for this reason it 
may be freely discussed in a publica- 
tion free from party affiliations. 

Here are two features of this develop- 
ment: one is the known readiness of 
many Republicans to support Hon. 
Cordell Hull for President, although he 
is a Democrat and a member of Presi- 
dent Roosevelt’s cabinet; and the other 
is the favor being shown to Wendell L. 
Willkie for the Republican nomination, 
although until recently at least he was 
classed as a Democrat, and is still at the 
head of one of the great utility organ- 
izations of the country. 

This attitude of no inconsiderable 
part of the electorate to ignore party 
lines, and to look with favor on one 
identified with big business as a pro- 
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spective President of the United States 
must be worthy of special attention. 


What does it mean? May it not be 
interpreted as an indication on the part 
of many people to ignore party lines 
and to reject the notion that because a 
man has made a success of his own busi- 
ness interests he is for this reason dis- 
qualified for high political office? 

If this is the right answer to the 
above question, it must be regarded as 
something to be welcomed. A Greek 
philosopher, probably commenting on 
the politics of his day, rejected the idea 
of selecting a ruler by popular vote. 
He said that people did not select an 
architect by the number of beans which 
the public dropped in a box, as an evi- 
dence of his popularity, but that he was 
chosen on the score of what he knew 
about building. In this country our 
ruler is chosen by the size of the bean 
pile, or, what is the same thing, by the 
number of ballots in his favor, and this 
method cannot be changed. But there 
does seem, as indicated above, a grow- 
ing disposition to ignore party labels, 
and to look behind them for the quali- 
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fications of the man whom they repre- 
sent. 5 

And that the head of a big utility con- 
cern should be seriously put forward 
as a possible candidate for President 
constitutes an astonishing development 
in our political history. Whether justly 
or not, men of this type have long been 
under a political cloud, their vote-getting 
abilities being placed close to zero. 

This changed aspect of political bear- 
ings may be of profound significance, 
as indicating that people are tiring of 
mere party strife and of more or less 
hostility to business enterprise. Whether 
this is so or not, the condition of the 
country at the present time calls for 
the exercise of the coolest and soundest 
judgment of which our people are 
capable. We need now, if ever, to think 
deeply and wisely, and to act with de- 
liberation. 

Fundamental to the prosperity of the 
country, and to the banks, indissolubly 
linked as they are to this prosperity, is 
the requirement that there be at Wash- 
ington a Congress and an Executive 
keenly alive to the fact that codperation 
between government, production and 
trade must be restored as an essential 
to the public welfare. 
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A LOOK AT A BANK STATEMENT 


OR the purpose of illustration only, 

a look is taken at the statement of 
the First National Bank of Miami. Flor- 
ida, as of March 26, 1940. 

The loans to individuals and firms 
amounted to $2,438,297.57, and to this 
might be added $989,141.52 in first 
mortgages on improved real estate, mak- 
ing a total of $3,427,439.03. In con- 
trast with these figures, the bonds owned 
aggregated $18,182,093.56, or more than 
five times the amount loaned, including 
the real estate mortgages. Of the bonds 
owned, U. S. Treasury notes and bonds 
aggregated $16,833,104.39. Not only 
is it significant that the bond invest- 
ments are far in excess of the loans, but 
that the investments consist so largely 
of obligations of the United States, the 
U. S. Government Treasury notes and 


468 


bonds representing the sum of $16,833.- 
104.39 out of a total bond investment 
of $18,182,093.56, leaving only $1,348.. 
989.17. How carefully these investments 
have been made appears from the fact 
that the appreciation of market value 
over book value was, on the date named, 
$415,633.55. 

Another interesting item in the state- 
ment is “cash reserve and due from 
banks,” which amounted to $20,905.- 
233.25, or nearly 50 per cent of the de- 
posits ($41,818,271.83). 

This statement is that of a single 
bank, and if all active banks of the 
United States are included, as of June 
30, 1939, it would appear that their 
loans and discounts amounted to $21.- 
516,279,000, and investments in U. 5. 
Government direct obligations and those 
guaranteed by the Government amounted 
to $18,790,831,000, and by adding other 
investments the total reaches $28,385.- 
768,000, or $6,869,489,000 in excess of 
the loans and discounts. 

It is not a new disclosure that the 
banks are now more deeply concerned 
with investing than with the ordinary 
operations of making loans and dis- 
counts, but by presenting these figures 
it is seen how far the change is shown 
by the statement of a single bank as 
well as by all the active banks of the 
country. Not without significance is 
the fact that debts of the Federal Gov- 
ernment far exceed all other obligations 
held by the banks, although the loans 
and discounts are substantially greater. 

The large amount of Government se- 
curities held by the banks of the coun- 
try make it quite reasonable that these 
institutions should be directly inter- 
ested in the maintenance of the public 
credit. 
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THE EASY MONEY POLICY 
ATHER tardily prominence has heen 


given to the recommendation of the 
Federal Advisory Council of the Fed- 
eral Reserve System. This recommenda- 
tion was made June 6, 1939, but it has 
been brought to fresh attention in the 
recently-issued Annual Report of the 
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Board of Governors of the Federal Re- 
serve System. 

Referring to the claim that “easy 
money” would stimulate business, caus- 
ing business to borrow and impel the 
banks to lend, the Advisory Council 
states that it has done neither; “but it 
has done and is doing undeniable eco- 
nomic injury to the whole saving class 
of the American people.” It is further 
stated that this policy, “through its fail- 
ure to bring to the banks normal rates 
on their loans and investments, is tend- 
ing to weaken the capital position of the 
banks and is encouraging an essentially 
unhealthy position of the bond port- 
folios of the banking system through its 
inducement toward lengthened matur- 
ities at progressively lower rates.” It 
is further declared in regard to the 
policy of easy money that “by lessening 
the current cost of Government financ- 
ing it has made the people, and even 
Congress itself, indifferent to the stead- 
ily mounting Government debt, and is 
tending to create illusions as to the 
eventual burden of carrying a con- 
stantly increasing debt.” 

Recognizing that the banking system 
is only a part, but an essential part, of 
the economic structure taken as a whole, 
the Council “believes nevertheless that 
the time has come to face squarely the 
fact that the entire banking system is 
confronted with a distinct menace to the 
soundness of its capital structure 
through the continuation of an abnorm- 
ally ‘easy money’ policy. A prolonga- 
tion of this situation threatens the 
existence of private banking and with 
it the whole system of private enter- 
prise.” 

Although the inauguration of the easy 
money policy was justified as a means 
of stimulating enterprise, its effects in 
this direction have been scarcely per- 
ceptible, and the continuation of the 
policy seems to have been chiefly for 
the purpose of enabling the Treasury 
to borrow at a very low and even a 
merely nominal rate. This has encour- 
aged spending, and at the expense of 
holders of life insurance policies and 
of depositors in savings banks. The 
effect of the policy upon the banks of 
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the country, it is hoped, may not be so 
serious as feared by the Advisory Coun- 
cil. 

“Easy money” was long regarded as 
a slang term, denoting a maximum 
amount of money gained with the least 
effort or cost. Thus acquired, expendi- 
ture on a liberal scale followed as a 
matter of course. Very likely, had it 
not been possible for the Treasury to 
borrow so easily, expenditures might 
have been kept down materially. 

So far as the belief that easy money 
stimulates business is concerned, the 
proof is not convincing. While ex- 
orbitant rates of interest would hinder 
business, the maximum to which the 
rate is likely to rise is hardly of cal- 
culable effect, other items of cost being 
relatively so much greater. 

Whatever wisdom there may be in a 
policy of easy money as a means of 
stimulating business recovery, the con- 
tinuation of such a policy after recovery 
is generally regarded as dangerous. 


© 


SECRETARY MORGENTHAU ON 
GOLD 


N a recent address, the subject of 
which was “Gold and the Money 
of the United States,” Secretary of the 
Treasury Morgenthau made some very 
interesting statements in regard to our 
gold policy. He expressed the view that 
gold was not likely to lose its value, 
but would continue to be used in inter- 
national settlements. The Secretary also 
thought that the best use we could make 
of our large gold stock was by aiding 
in the restoration of peace, which would 
bring about the larger use of gold in 
other countries. 

Referring to the proposal to cease 
purchasing gold, the Secretary said that 
this “would result in an immediate flood 
of imports of cheapened foreign goods.” 

With no disposition to quarrel with 
the Secretary’s statements, which were 
generally based upon sound considera- 
tions, the question arises in regard to 
his fears that if we did not take gold 
we should have to take foreign goods. 
Is not this the exploded mercantilist 
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theory over again? And has its adop- 
tion been one of the causes why we 
have drained off gold from countries 
where it was needed and brought it here 
where it was not wanted? 

We seem to choose gold, “hard food 
for Midas,” which we cannot eat, rather 
than foreign goods, some of which at 
least would be more edible. 

Anyway, so long as many of the na- 
tions in the world are devoting so large 
a share of their attention to the produc- 
tion of arms and ammunition, for 
which we have no use, their ability to 
flood this country with cheap goods is 
hardly worth worrying about. Should 
foreign goods brought here result in a 
reduction of some prices, the result 
could not be disastrous. 


© 
THE FUTILITY OF FORCE 
HE report of the Rockefeller Founda- 


tion for 1939 contains an account of 
the many fine services being rendered 
to mankind by that institution, and 
these observations on the employment 
of force as a means of settling our prob- 
lems are specially applicable to these 
times: 


Force in the end always defeats itself, 
In the long run it solves nothing and an- 
swers nothing. It brings us no step nearer 
the prospect of the “great society” which 
science and culture have revealed. If the 
world of the future is a more promising 
habitation for mankind it will be only as 
a result of the persistent application not of 
force but of intelligence against the things 
that now thwart our hopes. We _ have 
created a society so interdependent that 
issues are no longer simple, individual and 
local; they are complex, social and world 
wide. And they are beyond the experience 
of most of us. Money and credit, fiscal 
policy, international relations, international 
trade and finance, national income and its 
distribution, wages, profits, prices, mon- 
opoly, purchasing power, savings and _ in- 
vestment, employment and unemployment, 
social security, collective bargaining, hovs- 
ing, public opinion, propaganda, public ad- 
ministration, the relations between govern- 
ment and business, individual and social ad- 
justment, crime, social welfare, educaticn, 
population, social justice in an_ interde- 
pendent society—here is merely a brief list 
of some of the urgent issues. How can 
tanks and bayonets hope to solve such 
problems as these? : 


The pity of it is that after having 
employed tanks, bayonets and other in- 
struments of destruction, all these prob- 
lems remain, and with added magnitude. 


Caleulable Law Essential 


E did not commence to emerge from the Dark Ages 


until we had what is known as calculable law. Until 


people were fairly certain that the rules of the game 


of life, including trade, were at least reasonably sure, they 
would not take the risks necessary for economic and busi- 
ness advancement. 

At present, especially in the financial sector of our so- 
The analogy 
follows that in so far as finance is concerned it will tend 


ciety, the calculable law is almost negative. 


to remain stagnant until those involved in finance can cal- 
culate the laws. Changing them from day to day or mak- 
ing new and serious interpretations of the laws suggest the 
Dark Ages for finance.—Robert L. Smitley, Dixie Business 
Book Shop, New York City. 
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In the trying days of the early 
thirties some one said that most 
bank management problems could 
be explained in four words: “De- 


positors go; borrowers stay.” 


But what may be said of bank 
operation at this time, when bor- 
rowers are rare and depositors’ 
funds are at an all-time highP 


Efficiency and low cost service can 
be and usually are as important 
factors in success as sound invest- 
ments and high rates. 


THE 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Capital, Surplus and Undivided Profits 
$42,000,000 


Member of Federal Deposit Insurance Corporation 
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Announcing .. . 


BANK BOND INVESTMENT 


AND 


SECONDARY RESERVE 
MANAGEMENT 


By PAUL M. ATKINS 


Executive Vice-President, Grant & Atkins, Inc. 


Expert in Security Valuations 
Before the Courts and Board of Tax Appeals 


Special Liquidator of Securities for the 
Comptroller of the Currency, 1932-1937. 


Subjects discussed 
in this book 


The Non-Local Earning Assets 
of a Bank—a Management 
Problem 

The Analysis of the Balance 
Sheet Position of a Bank 

The Analysis of the Income 
Position of a Bank 

The Analysis of the Past His- 
tory of a Bank 

The Evaluation of Securities 
—a General Discussion 

The Evaluation of U. S. Gov- 
ernment Securities 

The Evaluation of State and 
Local Government Securi- 
ties 

The Evaluation of Railroad 
Securities 

The Evaluation of Public 
Utility Securities 

The Evaluation of Industrial 
Securities 

Economic, Business and Poli- 
tical Factors 

Sources of Economic, Finan- 
cial and Political Informa- 
tion 

The Primary Reserves of a 
Bank 

Secondary Reserve Policies 
and Programs 

Investment Account Policies 
and Programs 

The Purchase and Sale of 


Securities 


This one compact volume contains 
the most complete and thorough dis- 
cussion yet to appear of that difficult 
and perplexing phase of banking ad- 
ministration — the management of 
the bond portfolio of a bank. 

This book is full of tested, practi- 
cal methods—shows in detail how to 
analyze the individual bank position, 
to determine sound investment polli- 
cies and programs — sets forth the 
steps to be taken not only to analyze 
bonds, but, what is much more im- 
portant, to evaluate them—is replete 
with forms and illustrations, all so 
designed that they may be mimeo- 
graphed from stencils or prepared on 
ordinary multi-column paper, saving 
expense of printed forms—includes a 
chapter and appendix on the sources 
of authoritative, helpful, economic, 
financial and business information. 
etc. It is not only a manual, but an 
indispensable reference book as well. 

Here, at last, are practical answers 
to many questions which have been 
plaguing bankers for years. 


Price $5.00 


BANKERS PUBLISHING COMPANY 
465 Main Street Cambridge, Mass. 
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Rates and Costs in 


Safe Deposit Operation 


7 AM going to draw on our experience 
arising out of the analysis of over 
800 banks to discuss rates and costs 

in safe deposit operations. Particularly, 

the facts 1 shall review deal largely with 
banks in New England, New York, 

Pennsylvania and New Jersey. 

Every one fully realizes that if rates 
charged for safe deposit service do not 
cover the cost of rendering this service, 
these departments will operate at a loss. 
What is the present condition in this re- 
spect in safe deposit departments as 
shown by our analyses? Very, very 
few departments operate at a profit, 
many operate at a not very serious loss 
and a number reflect really serious op- 
erating losses. For this reason, we have 
frequently said that'a safe deposit de- 
partment that breaks even or better is 
doing an exceptional job. 

The factors contributing to this con- 
dition, to our minds, are: (1) the over- 
building of departments making avail- 
able considerably more equipment and 
service than are being utilized: and. 
(2) the establishment of rates that will 
not cover the cost of the service ren- 
dered. 

Frequently, we have a bank say to us 
that its department is profitable because 
the rentals collected exceed the salaries 
paid in the department. If this is the 
only element of cost we are going to 
consider, then the great majority of de- 
partments would be profitable. How- 
ever, there are costs in safe deposit op- 
erations that materially exceed the 
salary cost. They are the cost of the 
space occupied by the department, and 
the annual obsolescence of the vault 
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By John J. Driscoll, Jr. 


Driscoll, Millet & Co., Philadelphia, Pa. 


and equipment. It is true that deprecia- 
tion of equipment and vault is very slow 
but it is generally agreed that it will 
be obsolete or nearly so at the end of 
about twenty-five years. This means 
the absorption of 4 per cent of the total 
capital expenditure annually. In addi- 
tion, your stockholders have advanced 
the capital invested in the vault and 
equipment and, hence, it is no longer 
available for investment or other use 
after being so invested. So, an addi- 
tional element of cost is the return to 
capital of a rate based on its investment 
in this fixed asset. This today would 
be about 3 per cent per annum. In ad- 
dition, we have all the normal operat- 
ing expenses for telephone. insurance, 
stationery, etc. When all of these costs 
have been accumulated, it is rare to find 
a department collecting sufficient rents 
to absorb this cost and leave a profit. 

It has always been our position that 
a safe deposit department constitutes a 
necessary part of a well rounded bank- 
ing service and if it can be made to pay 
its way, without earning any substan- 
tial profit, it has justified itself. 


Results of Specific Studies 


Now, to refer to some specific studies 
of safe deposit operation. 

For the year of 1937, we prepared a 
survey of ninety commercial banks in 
Massachusetts spread all over the state 
and including some of the banks in 
Boston. Eighty-one of these banks out- 
side Boston reflected the following re- 
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JOHN J. DRISCOLL, Jr. 


sults of safe deposit operations for 


1937: 


Rentals received ..................$294,940.64. 
380,389.16 


Expenses 
Net loss 


It would have been necessary to in- 
crease rentals approximately one-third 
to break even for this group as a whole. 

Further analysis of 
shows the following: 


these figures 


23 departments had a profit 
ee 
58 departments had a loss of 105,310.01 


Leaving a net loss of............ $85,448.52 


Of the departments reflecting a profit. 
six showed a profit of less than $100. 
thirteen showed a profit of more than 
$100 but less than $1,000 and only one 
department showed what could be 
termed a worthwhile profit. About 85 
per cent of the departments showing a 
profit were small departments. 

Of the fifty-eight departments operat- 
ing at a loss, twenty-six of these showed 
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a loss in excess of $1,000 and sixteen 
a loss of more than $3,000. 

In another instance, our figures show 
the five departments in large banks in 
a big city reflected a loss of over $200.- 
000 for one year. 

In a survey of twelve commercial 
banks in Oneida-Herkimer counties of 
New York State for the year of 1938. 
the following results were shown for 
safe deposit operations: 


Rentals received 
Expenses 


$11,710.68 
17,522.45 


1) 1 ee Oe PPR Op $5,811.77 


In this instance, it would be neces- 
sary to increase rentals approximately 
50 per cent to break even. Six of these 
banks had a minimum rental of $2.50 
and six of $3.00. A further refinement 
of these figures shows that: 


4 departments had a profit of $ 835.32 
8 departments had a loss of.... 6,647.09 


$5,811.77 


Leaving a net loss of 


These twelve departments had _pro- 
vided a total of 5,780 boxes for the use 
of their customers, of which 3,242, o1 
56 per cent, were rented. This is a 
reasonably average indication of the ex- 
cess supply of boxes over the actual and 
real needs of the communities served. 

If the cost of operating these depart- 
ments was spread evenly over the 3,242 
boxes actually rented, it would result 
in an average cost of $5.40 per rented 
box for the year. The average rental 
collected or these boxes was $3.61 for 
the year. 


51 Departments Studied 


Here are some facts regarding rentals 
of fifty-one departments throughout the 
East: 

Boxes available 76,780 
Boxes rented 
Per cent of boxes rented 


The rates of rental in these depart- 
ments may be summarized as follows: 
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Per Cent 
of Boxes 
Rented 


2.0 


Boxes 
Rented 


982 
1,657 3.4 
6,793 14.0 

119 2 
2,506 5.2 

98 2 
58.6 


7,907 16.4 


48,412 100.0 

It is interesting to note that 58.6 per 
cent of these boxes were rented at $5 as 
compared to 25 per cent rented at a 
rate lower than this. 

In twenty-six of these fifty-one de- 
partments, we have available detailed 
operating and cost figures that I think 
may be of interest. 

These departments reflected the fol- 
lowing combined figures: 


Rentals received ..................8154,727.04 
Expenses 193,952.89 


Nee Bee ccc cease ssid eacts $39,225.85 


The average net income per rented 
box was $5.67, the expense was $7.11 
and the net loss was $1.44. 


6 departments had a profit 
OE abisehtiniehielinmiconiasions $12,468.24 
20 departments had a loss of 51,694.09 


Leaving a net loss olff............. $39,225.85 


Costs Per Box 


Further refinement of the cost of op- 
erating these departments into the cost 
of maintaining a box and the cost of 
servicing an entry reflects the following: 

The cost of maintaining a box was 
arrived at by dividing the total main- 
tenance cost by the number of boxes 
available whether rented or vacant. This 
element of cost varied from 91 cents 
per box per year to $6.27 and an arith- 
metical average of $2.23 per box per 
vear was shown. 

The cost of servicing an entry varied 
from 24 cents to $1.67. Combining 
these costs in the twenty-six departments 


and treating it as one department re- 
sults in an entry cost of .414 cents. 
There was an average of 8.4 entries per 
rented box per year or a total average 
entry cost of $3.48. Hence, the follow- 
ing average cost per rented box per year 
results : 


Cost of maintaining a box............ $2.23 
Cost of entry service 


Average annual cost 


However, to recover the entire cost, 
the maintenance cost of unrented boxes 
would have to be absorbed by the rented 
boxes and this would increase the above 
average cost by another $1.50 per year. 


Excess Entry Charge 


This raises a question frequently dis- 
cussed. Should a charge be made for 
excess entries over a minimum number 
allowed for the basic rent? Or should 
a basic rent be set and then a charge 
made for each entry? Such a procedure 
does not appear to us to be unsound 
or unreasonable and at last places the 
cost of service on those who use it. 

The present plan of stating a basic 


In the accompanying article, 
which formed a portion of his 
recent address before the New 
York State Safe Deposit Asso- 
ciation, Mr. Driscoll suggests: 
(1) that a minimum annual safe 
deposit bex rental of $5. is indi- 
cated by his surveys; (2) that 
with this minimum rental many 
departments will still fail to op- 
erate at a profit, but they will 
curtail their loss; (3) that a re- 
striction on the number of en- 
tries to a box without a charge 
appears reasonable and has pre- 
cedents in other banking prac- 
tices. 
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BANK 
ACCOUNTING 


AUDIT CONTROL 


By 
JAMES E. POTTS 


Auditor 
‘Tue First Nationat Banx or Boston 
Boston, Mass. 


rd 


Tus BOOK is a study of account- 
ing and audit control as applied 
to banking. It starts with a typical 
statement of a large bank. This is 
broken down into a more detailed 
list of accounts and each account 
is then traced back to the trans- 
actions which gave rise to it. In 
so doing the accounting procedure 
involved is studied and also the 
audit control factors which may 
be applicable in each case. 

The book is profusely illustrated 
with various forms used for audit 
control. It should be of value 
not only to the student of bank 
accounting but to comptrollers, 
auditors and bank executives in 
general as well as to public account- 
ants and bank examiners. 


Price $4 delivered 


 SElanieatestenlententententenentanten 


BANKERS PUBLISHING CO. 
465 Main Street, Cambridge, Mass. 


Please send me on approval a copy of 
“Bank Accounting and Audit Control’? by 
James E. Potts. At the end of 5 days I 
will either remit $4 or return the book. 


Address 


rental and then permitting unlimited 
access at no additional charge is com- 
parable to the situation we found our- 
selves in when service charges were 
originally instituted on small checking 
accounts. A service charge of 50 cents 
or $1.00 per month was made against 
accounts whose balances fell below a 
stated figure; but once having paid this 
charge, the customer was free to draw 
and deposit as many items as he wished 
with no additional charge. This has 
been changed and the charge now ap- 
plied bears a direct relation to the nun- 
ber of checks handied for the customer. 
Isn’t it reasonable to think of applying 
the same principle to safe deposit 
operations? 


© 


GOLD’S CONTINUED USEFULNESS 


LET me reassure you once and for all. 
As long as there are independent na- 
tions, and as long as there is interna- 
tional trade in goods and services, so 
long will it be necessary to settle inter- 
national balances. Gold is the interna- 
tional medium of exchange par excel- 
lence. Its acceptability is universal; its 
utility as international money survives 
changes in economic systems. It is used 
and needed just as much by the freest 
democracies as by the most rigid dic- 
tatorships—as much by capitalist econ- 
omies as by socialist economies. It is 
the refined instrument of international 
exchange of goods and services, as well 
as an essential ingredient in the more 
complex international financial transac- 
tions—an instrument that has functioned 
without challenge for hundreds of years. 
Every foreign country wishes it had 
more of it; no foreign country likes to 
lose any of it; all countries accumulate 
it as soon as they can afford to do so. 
And the fact that some countries find 
it possible to conduct their international 
trade without gold does not mean that 
they prefer to do so any more than 
people reading by candlelight do so be- 
cause they prefer candles to electricity. 
—Henry Morgenthau, Jr., Secretary of 


the Treasury, in a recent address. 


TN 
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Rm HA ND De 1OQ OD FF By 


Monetary Control of 


Price Inflation 


HE sharp uprush of commodity 

prices following the outbreak of 

the European War proved short- 
lived, and a domestic war commodity 
price boom as yet shows only faint 
signs of developing. However, the 
prospect of intensification of the war 
effort abroad with increasing pressure 
on the world’s raw material supplies, 
coupled with the current and prospec- 
tive high rate of credit expansion in 
practically every important commercial 
country, does raise the question whether 
this country can long resist an interna- 
tional inflationary price trend. So long 
as the United States does not become 
involved in war the attempt to prevent 
a commodity price inflation developing 
in this country will become an increas- 
ingly important problem for our mone- 
tary management authorities. The in- 
flationary potentialities implicit in a 
sharply increased turnover of existing 
commercial bank deposits, and in the 
continued large increases in member 
bank excess reserves for the duration of 
the war, suggest that in due course the 
monetary management authorities may 
again resort to substantial increases in 
member bank reserve requirements in 
their effort to promote economic sta- 
bility. 


Administration Attitude 


This is not to say that a moderate 
improvement in the general price level 
will not be permitted to develop under 
the influence of better domestic and for- 
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eign business and increased turnover of 
the very large volume of bank credit 
now in existence. That the attempt 
would be made to keep such a price rise 
to limited proportions is, however, indi- 
cated by the attitude of the Administra- 
tion as expressed in the “price surveil- 
lance” undertaken by the Temporary 
National Economic Committee and by 
the attempt of the Anti-Trust Division of 
the Department of Justice to prevent 
price rises resulting from combinations 
in restraint of competition. The atti- 
tude of the Administration toward price 
inflation was indicated more than two 
years prior to the outbreak of the Euro- 
pean War. It was early in 1937 that 
Mr. Roosevelt declared that it was the 
policy of the Administration to favor 
the attainment of a “balanced price” 
recovery movement and was an expres- 
sion of Administration uneasiness with 
respect to the sharp rise in specific raw 
material and semi-finished goods prices 
that had been under way particularly 
since the closing months of 1936. The 
work of the Temporary National Eco- 
nomic Committee and the Anti-Trust 
Division of the Department of Justice 
represents merely a continuation of the 
price philosophy that was expressed by 
the President in the 1937 price rise 
period. 

It should be noted that the President’s 
attitude with respect to rising prices as 
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*‘So long as the United States 
does not become involved in war, 
the attempt to prevent a com- 
modity price inflation develop- 
ing in this country will become 
an increasingly important prob- 
lem for our monetary manage- 
ment authorities. The inflation- 
ary potentialities implicit in a 
sharply increased turnover of 
existing commercial bank de- 
posits, and in the continued 
large increases in member bank 
reserves for the duration of the 
war, suggest that in due course 
the monetary management au- 
thorities may again resort to 
substantial increases in member 
bank reserve requirements in 
their effort to promote economic 
stability.”’ 


expressed by his statements in 1937 and 
by his letters to the TNEC in 1939 
would seem to contradict the price ob- 
jectives of the Administration that were 
formulated at the time this country 


abandoned the gold standard. It will 
be remembered that in 1933, at the time 
of the London Economic Conference, 
Mr. Roosevelt’s statements seemed to en- 
vision a substantial reflation in the com- 
modity price structure and the main- 
tenance of the dollar and of a stable 
purchasing power after the period of 
price reflation had concluded. It is not 
clear from any statements or actions 
that the Administration considers that 
a price level, such as now obtains with 
the Bureau of Labor Wholesale Price 
Index at only 80 per cent of the 1936 
level, represents the full price reflation 
the President had in mind back in 1933. 
It can be fairly assumed, however, that 
the opposition of the Administration to 
such a sharp advance in specific prices 
as would lead to an unbalanced eco- 
nomic structure does not reflect opposi- 
tion to a balanced price rise which 
would have the effect of bringing the 
average price level back to the 1926 
average without at the same time caus- 
ing serious economic maladjustment. 
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Non-Monetary Action Cannot Halt 
Price Boom 


Business men and bankers, however, 
would be over optimistic in assuming 
that a domestic war commodity price 
boom can be permanently prevented by 
TNEC publicity and the Anti-Trust Di- 
vision investigations. With increased 
business activity and a more liberal in- 
ventory policy on the part of business, 
coupled with increasing demands by the 
belligerents on available raw materials, 
a rising commodity price level will ma- 
terialize. And rising prices, like falling 
prices, are of a cumulative nature. The 
upward movement of industrial activity 
at rising prices will result in an increase 
in commercial bank lending and an in- 
creased turnover in the existing. high 
level of bank deposits. The monetary 
influences working for a cumulative 
commodity price rise will not be nega- 
tived by non-monetary action, such as 
that of the TNEC and the Anti-Trust 
Division of the Department of Justice. 
It can, however, be halted when and as 
the monetary management authorities 
decide to use their credit restrictive 
policies as they did in the 1936-37 price 
rise period. 

The greatest single factor making for 
a rise in commodity prices is a sharp 
rise in the turnover of the existing 
money supply. This is something which 
the Federal Reserve may find it diffi- 
cult to control. There is, of course, 
no legislation which limits the use of 
the deposits in the banks by the people 
who own those deposits. If they wish 
to use them to purchase securities, they 
can do so. If they wish to use their 
funds to purchase durable consumer 
goods like automobiles, refrigerators, or 
non-durable consumer goods like wear- 
ing apparel, sugar, etc., they are per- 
fectly free to do so. Up to the present, 
the public has expressed a preference 
to hold available cash in the form of 
idle bank deposits at very low interest 
rates. In a period of business recovery 
and rising prices. the unusual public 
preference for idle cash may change 
markedly. 
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Federal Reserve Problems 


If the Federal Reserve authorities de- 
cide that commodity prices are rising 
too rapidly, they may resort to the use 
of their existing powers to curtail the 
expansion of bank credit. They, may, 
for example, decide to liquidate Gov- 
ernment securities and so reduce the ex- 
cess reserves of the member banks. But, 
in so doing, they will be confronted with 
the problem of preventing such sales 
from seriously disturbing the level of 
long-term Government bond yields. If 
they disturb the Government security 
market, the effect will be to make it 
more difficult for the Government to 
finance its requirements at the current 
low money rates and the commercial 
banks will find themselves with a large 
paper loss on the Government securities 
they already hold. Since the commer- 
cial banks hold a very large proportion 
of their total investment holdings in 
the form of Government securities, the 
effects on them would be serious. The 
Federal Reserve System is thus placed 
in a very perplexing position. If rising 
business should bring rising prices and 
speculation on a cash basis for a further 
price rise, the Federal Reserve System 
must move carefully in its attempt to 
prevent the business improvement from 
collapsing prematurely and to preclude 
the rising price level from affecting too 
adversely the level of long-term money 
rates. The fact that there will be more 
than enough liquid funds available for 
investment in high grade securities gives 
no assurance that such funds will be 
used for investment in high grade se- 
curities at low yields in a period of ris- 
ing prices. 


Present Policy Negative 


Up to the present the monetary man- 
agement authorities have taken no steps 
to arrest the rising trend in member 
bank excess reserves resulting from the 
large gold inflow attributable to the war. 
The Treasury has refrained from adopt- 
ing a gold sterilization policy and the 
Federal Reserve authorities have re- 
frained from asking Congress for in- 


creased power to raise member bank 
reserve requirements. How long such 
a negative credit policy will continue 
cannot be foretold. The commercial 
bankers know, however, that when a 
period of sharply rising commodity 
prices gets under way the monetary 
management authorities will adopt 
credit restrictive measures. Fear of, or 
uncertainty about, such measures is in 
itself an influence preventing excessive 
short-term credit expansion to aid in in- 
ventory accumulation or long-term 
loans for working capital purposes. But 
a substantial price inflation can readily 
develop without an excessive commer- 
cial bank credit expansion. When it 
does develop, influenced by and feeding 
upon the increased turnover of existing 
bank deposits, the monetary manage- 
ment authorities will take steps to limit 
it. Whether the measures will be taken 
before a condition of full productivity 
and employment is attained is uncer- 
tain. That they will succeed in accom- 
plishing their objective without unfavor- 
ably affecting the level of high grade 
bond prices is highly doubtful. 


Planned Economy Program Factors 


It is important to keep in mind that 
the outbreak of war has not interrupted 
the Administration’s planned economy 


‘‘A substantial price inflation 
can readily develop without an 
excessive commercial bank credit 
expansion. When it does de- 
velop, influenced by and feeding 
upon the increased turnover of 
existing bank deposits, the mone- 
tary management authorities 
will take steps to limit it. 
Whether the measures will be 
taken before a condition of full 
productivity and employment 
is attained is uncertain. That 
they will succeed in accomplish- 
ing their objective without un- 
favorably affecting the level of 
high grade bond prices is highly 
doubtful.’’ 
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program. While no blueprint has been 
drawn up which would indicate clearly 
what the objectives of the drive for a 
New Deal planned economy may be, 
some suggestions are found among the 
questions propounded by Leon Hender- 
son, executive secretary of the Tem- 
porary National Economic Committee 
at the December, 1938, Monopoly Hear- 
ings. Among Mr. Henderson’s questions 
were the following: 

“Can this country rely in the future 
on competition as the mainspring of its 
economic system? If so, what changes 
are necessary in public and _ private 
policy to make competition effective? 
If not, what are the alternative organiz- 
ing forces available? Is the choice 
necessarily between full competition and 
full planning? 

“Why has new investment lagged? 
Is this lag likely to continue? Has the 
forward drive of the American economy 
stopped? What is the proper function 
of government in periods of under- 
investment ? 
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“Are our liberties endangered by the 
growth of private control? Is there a 
relation between collectivism in private 
industry and collectivism in govern- 
ment? Should the Government inter- 
vene to afford the individual business 
man a better status in competition?” 

The return of a New Deal Admin- 
istration in the coming election would 
give a powerful impetus toward the in- 
crease of Government controls over 
business and over investment in the in- 
terest of so-called economic stability. It 
is of decided interest to note how 
sharply the Administration has veered 
away from the position taken in attain- 
ing that level of commodity prices 
which was a prerequisite to the main- 
tenance of economic stability. While 
the experiences of the past several years 
do indicate that even the most capable 
monetary management cannot of itself 
bring about or underwrite a complete 
recovery in business, employment and 
prices, such experience does indicate 
that the monetary management author- 
ities will take great pains to prevent 
the development of economic instability 
in so far as they result from monetary 
causes. Monetary management will con- 
tinue to play an important part in the 
development of the New Deal’s planned 
economy. Commercial bank loan and 
investment policies must in this war 
period continue to be largely influenced 
by the assurance that inflationary de- 
velopments will in due course run up 
against a Federal Reserve credit restric- 
tive policy. 
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INVESTMENT QUALITY 


Banks should not expect to find any 
one policy or formula which will serve 
as a substitute for experience along in- 
vestment lines, but there are, neverthe- 
less, certain principles, without which 
it would be hazardous to operate. One 
of these principles has to do with the 
matter of quality, and it is now clearly 
established that banks should not per- 
mit the quality of their accounts to de- 
teriorate in the effort to obtain an un- 
usually high yield or exceptional profits. 
—A. C. Coney, Vice-President, The Na- 
tional City Bank of Cleveland, Ohio. 
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The chapter on Experience contains 
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The Future of 


Bond Prices 


E all know that bond prices are 
now very high and that yields are 
painfully low. Last June bond 
prices had reached the highest levels 
ever recorded. They fluctuated at just 
a little below those levels while the in- 
ternational situation in Europe became 
more and more tense, and then they 
declined badly when war broke out. 
Recently they have been advancing 
again, and now they are back almost 
at the high levels reached last June. In 
general they have been advancing since 
June of 1932. 
One question which we should all like 
to have answered is the one which asks 
how long this period of very low inter- 
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est rates, and high bond prices, and 
minute bond yields is likely to continue. 
One way of answering it is to point out 
that low interest rates are the natural 
accompaniments of high bank reserves, 
and that our present excess reserves are 
so enormous in volume that we can fore- 
see no near-to developments that are 
likely to reduce them in any important 
degree. The conclusion to be drawn 
from such reasoning is that interest rates 
and bond prices are likely to continue 
about as they are for a long time to 
come. 


Personally I am inclined to disagree 
with that conclusion. It is true that 
our excess reserves are enormous, and 
also that they are still rising by reason 
of the large continuing imports of gold. 
Nevertheless there are great events now 
taking place which may operate to bring 
about a downward turning point in the 
long trend of bond prices. Perhaps that 
downturn is in the making right now. 


Effects of War Extension 


In recent days the great war in Eu- 
rope has broken out of the stalemate in 
which it has been almost immobilized 
during the past seven months. There is 
every probability that open field war- 
fare on a huge scale is at last arriving. 
If that proves to be true the demands 
of war for foreign goods will increase, 
and commodity prices will rise. They 
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will rise abroad, and our prices will 
rise, even if no greatly increased pro- 
portion of the goods is purchased here. 

As war demands more goods our in- 
dustrial production will increase, the 
volume of bank loans will advance, and 
speculation will be stimulated. All these 
developments will mean. that the things 
will actually be taking place that most 
people expected to take place last Sep- 
tember when war began. If these de- 
velopments do eventuate it is almost im- 
possible for high-grade bond prices to 
continue to advance, or even to remain 
at the highest levels ever reached. Prob- 
ably one result of the outbreak of open 
warfare will be that bond prices will 
eo over the top. 


Political Factors 


There should be added to these con- 
siderations the possibility that political 
developments in our own country might 
result in the final quarter of this year 
in still further increases of industrial 
activity, in an augmentation of business 
confidence, and in greater volume of 
corporate financing to raise new capital. 
These are weighty considerations. De- 
spite the fact that we shall receive fur- 
ther imports of gold, and the further 
fact that our reserve requirements might 
again be lowered, they seem in com- 
bination to make it safer to assume that 
we are now leaving behind the highest 
levels for bond prices, and the lowest 
ones for interest rates, than it is to as- 
sume that these levels will be main- 
tained indefinitely into the future. 


Rapid Decline Unlikely 


It does not seem likely that there will 
be any rapid decline in bond prices, but 
to me at least it does seem probable 
that there will be a slow decline start- 
ing now, and that with irregular fluctua- 
tions it will last for a long, long time. 


In any event it is safer to be prepared ° 


to meet it if it does happen than it is 
to assume that it is not going to hap- 
pen. This is the season of spring house- 
cleaning and one of the places deserv- 


ing early attention and careful scrutiny 
is the bank’s investment portfolio. 


Steps to Take 


To sum up it seems to me that there 
are two steps which it would be wise 
for each bank to take. The first is to 
sell now all its high grade long-term 
bonds, and to replace them with Gov- 
ernment issues that have not over twelve 
years to run to maturity. The second 
is to resolve now to sell before the end 
of this year all its lower grade issues, 
except perhaps those that are in default 
and so are special cases. An essential 
part of this second step is to act on the 
resolution. If it turns out that we are 
not now leaving behind us the highest 
levels of bond prices, these steps will 
not prove harmful. If it proves to be 
true that we are leaving them behind, 
these steps will be highly beneficial. 


‘It seems to me that there are 
two steps which it would be wise 
for each bank to take. The first 
is to sell now all its high grade 
long-term bonds, and to replace 
them with Government issues 
that have not over 12 years to 
run to maturity. The second is 
to resolve now to sell before the 
end of this year all its lower 
grade issues, except perhaps 
those that are in default and so 
are special cases. An essential 
part of this second step is to act 
on the resolution. If it turns 
out that we are not now leaving 
behind us the highest levels of 
bond prices, these steps will not 
prove harmful. If it proves to 
be true that we are leaving them 
behind, these steps will be highly 
beneficial,’’ suggests Col. Ayres 
in the accompanying portion of 
his recent address at the Cleve- 
land Bond Portfolio Confer- 
ence. 
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Wanted: New Banking System 


For Small Business 


HE position taken by the commer- 
cial banker, that the funds at his 
disposal belong not to him but to 
his depositors and therefore can be 
loaned only to individuals and enter- 
prises whose assets and future prospects 
make repayment certain, is fundamental 
to sound banking practice. Faced with 
this responsibility, the commercial 
banker is compelled to find that the 
assets or business prospects of a con- 
siderable proportion of the smaller en- 
terprises in his community are such as 
not to warrant bank credit. 
Furthermore, in discussing this prob- 
lem, we should be perfectly candid and 
recognize that under our system of bank- 
ing, the commercial bank cannot be 
expected to supply the need for equity 
capital. In making long- or even in- 
termediate-term loans, a bank must con- 
sider not only the non-liquid and un- 
marketable character of the assets which 
it will have to hold, but also the addi- 
tional element of risk which will be in- 
volved, such as an adverse turn in the 
business cycle; or a change in the man- 
agement; or a new development in tech- 
nology which may even wipe out the 
borrower’s business. 


Intimate Contact Lost 


Moreover, the extension of small 
business credits requires special skill 
and facilities which are largely lacking 
in the existing commercial banking sys- 
tem. The growth in the average size 
of commercial banks, the spread of 
branch banking, and the closing down 
of thousands of small unit banks, has 
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resulted in a situation in which bank 
officers no longer have the same inii- 
mate knowledge of local management 
and enterprises, which their predecessors 
possessed. The earlier generation of 
bankers were largely business men: 
they either owned or managed the local 
banks. Through their own personal 
business experience, they were inti- 
mately acquainted with business needs 
and business management. Today, by 
and large, this group of bank officials 
has been supplanted by a_ personnel 
which has risen from the ranks: they 
are primarily bankers rather than busi- 
ness men. This newer type of bank 
manager is disposed to pay greater at- 
tention to the static elements of assets 
ard liquidity than to the dynamics of 
growth and expansion. As a result of 
this gradual shift in banking personnel, 
the commercial banks have largely lost 
their intimate contact with the business 
activity of the community. And most 
of them have not yet substituted for this 
loss of personal contact the kind of ma- 
chinery which can achieve the results 
which were obtained earlier. 

Prior to the recent banking crisis, 
when the local banks were usually 
owned and managed by the community’s 
substantial citizens, it was not uncom- 
mon for the bank to have among its 
own stockholders the responsible 
backers of those local enterprises which 
enjoyed bank credit. Hence, to a con- 
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siderable extent the ultimate cushion of 
risk for the bank as well as the enter- 
prise, rested upon the same individuals. 
Today, this picture has changed. Dur- 
ing the banking crisis, this cushion of 
risk beame impaired. Local bank stock- 
holders and directors were compelled to 
draw heavily upon their own resources 
to make good assessments on their stock 
and to protect the solvency of their 
banks. Frequently, they had to make 
cood on the double liability which was 
attached to their stock. To no small 
extent, the banking crisis served to un- 
dermine the financial standing of those 
individuals upon whose credit loans had 
formerly been made. Local business 
enterprises which had formerly consti- 
tuted good risks were, therefore, seri- 
ously affected. And those enterprises 
which had never enjoyed satisfactory 
banking relations now found that it was 
even more difficult to establish them. 


Lack of Bank Credit Facilities 


While many local banks have re- 
turned to their traditional lending prac- 
tices, or have endeavored to meet the 
problem through the establishment of 
personal loan departments, and the Gov- 
ernmnt through the Federal Reserve 
s3anks and the Reconstruction Finance 
Corporation has also attempted to al- 
leviate the situation, the void has not 
been filled completely. 

The successful financing of small 
business requires that loans be made to 
a large variety of unrelated enterprises 
and that there be many different loans 
in each classification. In the absence 
of such diversification, solvency is 
placed at the mercy of business uncer- 
tainties in a restricted field. Most com- 
mercial banks, as presently operated, 
lack the special skill and facilities for 
the supervision required in the handling 
of a large variety of small business 
credits. 

Although this sector of small business 
is not being favored by the commercial 
bank, it does obtain credit. Today, the 
banker for small business is the 
accounts finance company, the personal 
loan company, the factor, the trade 
creditor, and other private lenders. 


These intermediary lenders have 
largely supplanted the commercial bank 
in the financing of small business. The 
commercial banks, on the whole, do not 
appear to be concerned with the com- 
petition of these “retailers” of credit. 
By financing the accounts finance com- 
pany, the factor, the personal loan com- 
pany, and the trade creditor, the com- 
mercial bank engages in_ profitable 
operations without directly assuming 
the risk, expense and responsibility of 
handling an enormous number of un- 
related and widely scattered trans- 
actions. 


Appropriate Machinery Essential 


The phenomenal growth of these in- 
termediary financing institutions shows 
that credit can be extended successfully 
to small business if an appropriate 
credit machinery is utilized. Such a 
machinery has been developed by these 
intermediate lenders. They, rather than 
the commercial bank, have developed 
“mortality tables” expressly designed 
for the financing of small business. The 
successful experience of these financing 
agencies is due largely to their having 
employed such techniques and methods 
as: (a) pooling of risks; (b) routine 
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‘I think the time has come 
when small business should have 
available to it a banking system 
designed to serve its special 
needs as effectively as the exist- 
ing financial institutions serve 
the requirements of big busi- 
ness,’’ states Mr. Nehemkis in 
the accompanying portion of his 
recent address at the Kiwanis 
Club of Newark, New Jersey. 


procedures for appraisal, accounting, 
and servicing; and (c) establishment 
of schedules of charges appropriate to 
each class of risk as well as individual 
risks. 

These “retailers” of credit, through 
their ability to organize the multiplicity 
of small transactions into aggregates, 
and to graduate financing charges and 
terms in accordance with the special 
requirements of each individual indus- 
try and client, are able not only to at- 
tract equity capital but also to tap the 
credit of banks and the capital markets 
—sources of capital supply to which 
small business individually has no 
access. 4 

While small business is obtaining its 
credit to an increasing extent from these 
intermediary bankers, the cost of such 
credit is considerably in excess of the 
cost of bank credit. The small enter- 
prise which utilizes this medium of 
credit is, therefore, placed at a disad- 
vantage in relation to those of its com- 
petitors who are able to obtain bank 
credit or utilize the capital markets. 
Moreover, since this field of credit ex- 
tension is largely unregulated, practices 
vary widely and abuses are prevalent. 


Small Business Banking Systems 


The techniques developed by these 
“retailers” of credit offers a solution 
to the problem of financing small 
business. 

I think the time has come when small 
business should have available to it a 
banking system designed to serve its 
special needs as effectively as the exist- 
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ing financial institutions serve the re- 
quirements of big business. 

Various proposals in this direction 
have been advanced by members of 
Congress. Certain of the measures 
which have been proposed for the pro- 
vision of more adequate long-term and 
intermediate credits for small business 
recognize that the commercial banks 
cannot undertake this type of financing 
without additional mechanisms for the 
distribution of risk, for guidance to 
banks unfamiliar with the handling of 
small business credits, and for exten- 
sions of credits which local banks are 
unable to provide. 

Senator James Mead has proposed 
legislation for the creation of an Indus- 
trial Loan Corporation which would 
utilize the existing machinery of the 
Federal Reserve System. 

The proposed corporation would 
utilize the 12 Federal Reserve banks 
and their 24 branches. It would finance 
small and_ intermediate businesses 
through the acquisition of the obliga- 
tions of such enterprises, or the pur- 
chase of preferred stocks, notes, etc. 
The corporation would also make loans, 
or make loans in codperation with local 
banks, or guarantee loans made by the 
banks directly. The basic principle 
underlying this proposal is that of Title 
I of the Federal Housing Act, which 
covers loans made by banks for modern- 
ization of residential dwellings. This 
proposal utilizes the existing banking 
system but endeavors to overcome some 
of its deficiencies in the handling of 
small business credits. 

To overcome the deficiencies of the 
commercial bank and to fill up the void 
in capital and credit facilities for small 
business, Mr. Justice Douglas, when he 
was chairman of the Securities and Ex- 
change Commission, proposed the estab- 
lishment of a capital credit banking 
system. 


Regional Finance Company System 


Recently, SEC Chairman Jerome N. 
Frank addressed the Kiwanis Club of 
Cleveland on this very subject. He pro- 
posed that there be established a system 
of regional finance companies. In each 
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of the Federal Reserve districts there 
would be set up a financial institution, 
the common stock of which would be 
owned by private persons in the district. 
The Government would invest in their 
preferred stocks, but such preferred 
stock would have little, if any, voting 
power. .These institutions would pur- 
chase the common stocks of local enter- 
prise. The institutions would not make 
loans—they would supply equity capi- 
tal. In short, the institution proposed 
by Chairman Frank “would be a sort 
of speculative finance company or in- 
vestment trust.” 

It is believed by those who have given 
serious consideration to this problem 
that the special and varied financial 
services required by small business and 
its need for long-term capital, particu- 
larly equity capital, can be met only 
by the creation of a new financial ma- 
chinery organized on a regional and 
functional basis. 

Capital credit banks, under this ma- 
chinery, would purchase equities in 
small business enterprises and would 
extend credits at costs sharply below 
present levels. Such a system of banks 
would be able to harness to it the trade 
and business experience of those mem- 
bers of the community who are familiar 
with the enterprises in their localities. 
A movement in this direction would go 
far in restoring the personal banking 
which was characteristic of earlier 
times. Credit extensions would again 
be based on the dynamic factor of 
growth and expansion as it was in the 
past. 


More Than Credit Is Required 


However, it cannot be emphasized 
too strongly that merely to reduce the 
cost of credit or to make the supply of 
capital more abundant, will not solve 
all of the small business man’s prob- 
lems. 

Obtaining credit and capital facilities 
is a necessary first step: in addition, 
small business also requires that its 
functions and activities be improved. It 
must be enabled to possess, in its field, 
the operating and developmental effi- 
ciencies which large business enjoys 


THE BANKERS MAGAZINE for June, 


through expert accounting, managerial, 
operating and capital techniques. Small 
business should have available to it a 
systematic informational and research 
service comparable to that furnished to 
the farmer by the Department of Agri- 
culture or which big business enjoys 
through its own research facilities and 
the Department of Commerce. 

Just as the credit and marketing prob- 
lems of the farmer have been dealt with 
successfully through the establishment 
of a system of land banks, intermediate 
credit banks, commodity credit agencies, 
so, too, the capital and credit problems 
of small business can be solved success- 
fully if they are broken down into man- 
ageable elements and special solutions 
provided for their distinctive require- 
ments. 


© 


THE INVESTMENT POLICY 


THE banker has a high degree of pub- 
lic responsibility, and his investment 
policy must conform with this principle. 
The primary responsibility of the 
banker is to school himself to meet the 
contingencies of the market by means 
of a sound policy which will be effec- 
tive whichever way the course of inter- 
est rates may move.—A. C. Coney, Vice- 
President, The National City Bank of 
Cleveland, Ohio. 


© 


IT is most unwise to purchase or to hold 
securities on the assumption that the 
bank will be able to sell them some time 
prior to a decline in the market. Any 
investment program which is predicated 
on an ability to operate successfully in 
the market is basically unsound, and it 
is probable in any event that the regu- 
lar receipt of income from unquestioned 
sources will be more profitable to the 
bank than trading operations, involving 
a risk of principal. It is quite probable 
in some cases that net income should be 
built up through the reduction of ex- 
penses, notably interest paid on de- 
posits, rather than by increasing the in- 
vestment account unduly.—A. C. Coney. 
Vice-President, The National City Bank 
of Cleveland, Ohio. 





Use Existing System for 


Small Business Credit 


NE does not have to agree with the 

premise that there exists a large 

demand for loans to small indus- 
try, as indicated in the bill of Senator 
Mead, to be willing that the credit ma- 
chinery be so oriented as to be able to 
make these loans if such a need does 
exist, as the Senator and others insist. 
It would seem far more sensible how- 
ever, if, instead of setting up another 
large and intricate credit organization 
with a heavy drain on the Federal 
Treasury, the Government would author- 
ize some existing agency, in codperation 
with private enterprise, to do the job. 
Such an agency already exists in the 
Federal Intermediate Credit Bank Sys- 
tem, now a component part of the Farm 
Credit Administration, whose operatives 
are already experienced in the granting 
of intermediate credit. Moreover, it 
has ample capital and is well managed. 
The Federal Intermediate Credit Bank 
System, by appropriate legislation, 
should be transferred to, and become 
an Intermediate Credit Section. of the 
Federal Reserve System, and its powers 
enlarged so that it would be authorized, 
in conjunction with existing commercial 
banks, to grant loans to small business 
in addition to its present powers to dis- 
count loans made for agricultural pur- 
poses, 


PCC Liquidation 


Production Credit Corporations and 
their subsidiaries, known as Production 
Credit Associations, should be placed in 
liquidation, and the capital stock thereof 
in the sum of approximately $120,000,- 
000 returned to the public Treasury. The 
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By Wood Netherland 


Vice-President, Mercantile-Commerce Bank 
§ Trust Co., St. Louis, Mo. 


Production Credit Corporation set-up is 
one of the most uneconomic of the many 
Government agencies, and provides only 
some 500 odd points of contact with the 
borrowers in the whole United States, 
whereas the Intermediate Credit System. 
if operated through the Federal Reserve 
Banks and the existing country banks, 
could provide some 10,000 potential 
outlets for intermediate credit without 
expense to the Federal Government. 
Provision would have to be made, of 
course, for the hook-up of existing banks 
with the Intermediate Credit Section of 
the Federal Reserve Bank without com- 
pulsory membership in the Federal Re- 
serve System. 


Method of Operation 


For the purpose of providing funds 
to commercial or industrial businesses. 
or to agriculture, the Intermediate 
Credit Section of the Federal Reserve 
Bank should be authorized to make 
commitments in conjunction with com- 
mercial banks with respect to such 
applications for intermediate credit 
under such regulations as might be pre- 
scribed by statute, or under regulations 
of the Federal Reserve Board. Appro- 
priate provision should be made under 
sound terms for the purchase of such 
obligations from originating banks by 
the Intermediate Credit Section of the 
Federal Reserve Bank in order to pro- 
vide suitable liquidity for this type of 
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loan in case of necessity. The Inter- 
mediate Credit Section of each Federal 
Reserve Bank would, of course, be 
authorized to issue debentures secured 
by such obligations, as does the present 
Federal Intermediate Credit Bank, 
under such terms and conditions as do 
not necessitate a Government guaranty. 
In the event it would seem desirable to 
use the miscellaneous receipts of the 
Treasury created by the increment re- 
sulting from the reduction of the weight 
of the gold dollar, as suggested in Sec- 
tion 13 of the bill introduced by Senator 
Mead, (S-2998) to capitalize the Inter- 
mediate Credit Section of the Federal 
Reserve Bank, it would then be possible 
to return to the public treasury not only 
ihe $120,000,000 capital stock of the 
Production Credit Corporations above 
referred to, but also the capital stock and 
earnings of the Federal Intermediate 
Credit Banks as well, in an approxi- 
mately like sum—or a total return to 
the Treasury of something in the neigh- 


horhood of $250,000,000. 


Effects of Proposal 


The implications of this proposal are 


many. Among other things, it would 
establish within our permanent finan- 
cial machinery means for making ample 
credit available for both small industry 
and agriculture, along lines that would 
be wholly in keeping with the American 
idea of private enterprise, with a mini- 
mum recapture for the public treasury 
of $120,000,000, and a system which 
would operate without additional ex- 
pense to the Federal Government. 

It would introduce a vehicle for sup- 
plying intermediate credit to industry 
and agriculture under appropriate gov- 
ernmental supervision, and yet preserve 
the small local bank which in the past 
has underwritten the progress of this 
country, and which faces the prospect 
of increased competition from sub- 
sidized Government agencies now oper- 
ating in the rural districts. 

It should also be pointed out that in 
addition to the funds that would be 
returned to the public treasury through 
the plan suggested, the profit on future 
credit transactions to private agencies 
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Greystone Studios, Inc. 


WOOD NETHERLAND 


which initiate the credit would be sub- 
ject to the corporate tax, and thus make 
continuous and proper contributions to 
Federal receipts, which are now denied 
through the operation of tax-free, sub- 
sidized agencies. The plan would 
further enable the Federal Reserve 
Banks through their Intermediate Credit 
Sections to resume their important role 
as “banks of discount.” 


‘Country Bank’’ Preservation 


Finally, nothing is to be gained by 
debating whether or not credit is now 
difficult to obtain. It will always re- 
main an abstract question. One thing 
is certain, the “country bank” as we 
know it cannot continue to exist with 
the constant increase of competing Gov- 
ernment instrumentalities. An Interme- 
diate Credit Section of the Federal Re- 
serve Bank would offer at least one 
avenue through which our differences 
may be composed and the “country 
bank” preserved, with increased service 
both to agriculture and to industry.— 
From Mr. Netherland’s report, as chair- 
man of the Committee on Government 
Lending Agencies, before the recent 
Missouri Bankers Association conven- 
tion. 
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The Value of a 
Woman’s Department 


PPARENTLY there is a “woman’s 
angle” in banking—at least the 
most successful New York City 

banks seem to have come to that con- 
clusion. The degree of acuteness or 
obliqueness of that angle varies greatly 
—one might almost say there are as 
many degrees as there are opinions as 
to women’s tastes and needs. 

Back in the flourishing ’20s, women’s 
departments in banks sprang up in pro- 
fusion. That was the time banks were 
building palatial, marble-fronted, edi- 
fices in towns of 5,000 as well as in 
cities of 5,000,000. Sumptuous “women’s 
departments” were laid out in these 


‘“‘The economic value of a 
woman’s department today lies 
in its ability to co-ordinate bank 
services and to smooth the ap- 
proach of customers to the 
money-making departments. By 
saving the time and energy of 
other bank departments and by 
rendering efficient and _ co- 
ordinated service to those women 
depositors who may prefer to 
discuss their financial problems 
with another woman—and there 
seems to be a large number of 
women depositors who do—a 
woman’s department can and 
does appreciably augment bank 
earnings. Can any banker ask 
for more?’’ 


By Dorothy Crook 


Director of Legislation and Public Affairs 
for the National Federation of Business 
and Professional Women’s Clubs, Inc. 


palaces, with deep-seated lounges and 
dainty 18th Century desks. A large staff 
of women were employed to look to 
the comfort and convenience of the 
banks’ feminine customers who were be- 
coming more and more interested in get- 
ting rich, or richer, by outsmarting the 
bulls and bears of Wall Street. 

Most “women’s departments” started 
in those halcyon days with the chief aim 
of getting more new business. Elegantly 


illustrated brochures were published to 
lure women depositors within the por- 


tals of the banks. Deposits were at a 
premium those days; they could be 
loaned out at high rates of interest with 
no trouble at all. While today bank 
deposits are liabilities in fact as well 
as on the balance-sheet, then deposits 
were money-making and bank earnings 
increased as deposit totals rolled higher 
and higher. 


Changed Conditions of the ’30s 


With the dawn of the 30s came a new 
day for women’s departments as for all 
other departments in banks. Through 
the early 30s, women’s departments un- 
derwent their test by fire. Bankruptcies 
and reorganizations resulted in the sale 
of the furnishings of many a pretentious 
woman’s lounge under the auctioneer’s 
gavel. Those which bankruptcies left 
unscathed were threatened with the axe 
of economy which relentlessly hacked 
away at all non-essential “service” de- 
partments. 
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Some women’s departments, however, 
have successfully weathered the banking 
holiday and the seven years of lean 
bank earnings. They seem to have won 
their right to exist, because there is a 
hard core of need for their services. 
\nd today, one will find in all the large 
hanks in midtown New York a woman’s 
department in some form or another. 
While every woman’s department has a 
personality of its own, there are roughly 
three separate types. 


Types of Departments 
One type may be called the “old 


school” type. Here the sumptuousness 
of the ’20s is still apparent in the some- 
what worn but carefully-tended easy 
chairs and the carpeted floors and tap- 
estried walls. Here the woman’s depart- 
ment is off in a distant corner of its own, 
looking more like a rest lounge in a 
large theater than a part of the “big 
business” of money and banking. Here 
is a separate gilded window with a bank 
teller more patient and affable than 
most. Here also a capable and attrac- 
tive woman can be found behind a large 
desk, who will answer with a winning 
smile all questions and all problems and 
who will even help balance a check- 
book for a customer. In general this 
woman is more a hostess than a bank 
officer—acting as a buffer between cus- 
tomers and busy officials and saving the 
time of both by directing the right 
clients to the right officers in the right 
departments at the right time. 

Another type at the other end of the 
scale is a woman’s department which 
barely deserves such a separate rating. 
This may be called the “banking” type. 
In such set-ups, there is a woman usually 
with the duties and title of junior officer 
—at least with the duties. She transacts 
her business from a desk on the officers’ 
platform—along with all the other offi- 
cers. There is no separate window for 
the bank’s women clients, nor separate 
desks, nor separate chairs for their par- 
ticular ease and comfort. The woman 
officer has the responsibility of super- 
vising all the women’s accounts. She 
is empowered, subject only to the offi- 
cial approval of a senior officer, to ne- 
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e@ It is “up anchor” the year 
’round in Central National 
Bank’s co-operation with com- 
merce and industry. In its 
half-century of experience, this 
bank has helped to chart 
courses which have established 
direct routes to prompt han- 
dling of financial business 
routine. 

Your correspondent relation- 
ship with Central National, 
therefore, is assurance that 
transit items will clear with 
dispatch—that collections will 
sail the smoothest course—that 
your orders will be carried out 
with preciseness. 

Perhaps this is why today, 
more than ever before, indus- 
trial leaders and banking of- 
ficials elect to “Centralize” 
their activities in the great in- 
dustrial empire of the Great 
Lakes. 


i)" ANNIVERSARY YEAR 


eee aR 
eee 


CENTRAL NATIONAL BANK 
of Chantel 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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gotiate loans, arrange trust funds, grant 
letters of credit, and transact all man- 
ner of banking business which is 
brought her way. Far from the “old 
school” hostess, she is a banker, first, 
last and always. She has usually worked 
in most of the money-making depart- 
ments of the bank and knows the bank- 
ing business as well as any officer on 
the platform. 

The third type of woman’s department 
—which one may call the “streamlined” 
type—is a combination of these two. 
From the “old school” type, the “stream- 
lined” department has taken the idea of 
a separate corner for the woman’s de- 
partment, but often it is just set apart 
by a wooden or glass partition, or by a 
stone rail. Here there is usually a sepa- 
rate teller’s window—separate but close 
to other tellers’ windows. Here there 
are desks and chairs, similar to, if not 
identical with, the furnishings of the 
rest of the bank. Here there is also a 
competent woman banker, experienced 
in the workings of a bank and empow- 
ered to carry on all phases of the bank- 
ing business. As in the “banking” type, 
she is a junior officer in fact if not in 
name. 


Future of the Women’s Department 


Looking into the future, it does not 
take much to foresee that women’s de- 
partments, where they exist at all, will 
develop more and more along the lines 
of the “banking” type, or the “stream- 
lined” type. The days of the ladies’ 
lounges with tea served under the gra- 
cious auspices of a hostess are definitely 
numbered. Banks are having a hard 
time to make ends meet these days. All 
the floss and front must be cut to bare 
necessities—only essential services will 
survive. 

Nor does it take a crystal-gazer to 
predict that the simpler type of women’s 
departments will continue and may even 
grow in numbers and importance. How- 
ever, whereas the woman’s department 
of the *20s was primarily a promotion 
department set up to attract new deposit 
accounts, the woman’s department of 
the 40s, chastened by the experience of 
the *30s, will be primarily interested in 
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increasing bank efficiency. And a 
woman’s department can increase bank 
efficiency in two ways—by saving the 
time and energy of other bank officers 
(as all junior officers are supposed to 
do), and by explaining the intricacies 
of banking to women so they can with 
greater confidence and freedom take ad- 
vantage of banking services. 

Not all women want to go to a woman 
banker—just as some women do not 
want to go to a woman doctor or to a 
woman lawyer. Of course, any business 
woman can find her way about in a 
bank as well as any business man. There 
are some women, however, who are not 
trained or specially interested in finan- 
cial machinery—for these a woman 
bank officer can be most helpful. As 
one bank officer said, women usually 
prefer to show their lack of knowledge 
of financial matters to another woman 
than to a man. 


Public Relations Value 


Thus, there seems to be plenty of eco- 
nomic justification for a woman’s de- 
partment in a big city bank today. The 
services rendered are valuable, although. 
unfortunately, they cannot be measured 
in dollars and cents, as a woman’s de- 
partment is a service department. Every 
bank has service departments and 
money-making departments; the latter 
must pay for the former, but couldn’t 
exist independently of them. The serv- 
ice departments are essentially public 
relations departments in a broad sense 
—and as such have value which, though 
literally immeasurable, is nonetheless 
real. 

The economic value of a woman's 
department today lies in its ability to 
codrdinate bank services and to smooth 
the approach of customers to the money- 
making departments. By saving the time 
and energy of other bank departments 
and by rendering efficient and co- 
ordinated service to those women de- 
positors who may prefer to discuss their 
financial problems with another woman 
—and there seems to be a large number 
of women depositors who do—a 
woman’s department can and does ap- 
preciably augment bank earnings. Can 
any banker ask for more? 
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Ora Republic’s simple, practical plan of insuring 


personal loans against the death of borrowers is reducing risk and 
building profits for hundreds of 
commercial banks in 32 states 
from New York to California. 


The plan costs a bank nothing to [ a 


install and operate. How it works S U 

is clearly explained in the portfolio ig ed 

shown at the right. Bank officers 

are invited to send for a copy Ona rd Repubsie 
"suran 


Ce 
YT Chica 10 Company 


Old Republic 


without cost or obligation. 


Credit Life 


l[nsurance 


The pioneer in 
adapting credit life 


insurance to the needs 
of commercial banks 


with personal loan 


departments. 
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Safe Deposit Service as a 


New Business Feeder 


LTHOUGH safe deposit service is 
distinctive, there are many oppor- 
tunities for impressing upon box- 
holders the advantages provided in 
other departments, especially in connec- 
tion with trust department operations. 

The following illustrates one field in 
which a safe deposit department pro- 
vides new business for other depart- 
ments of the bank. 

It is the practice of our safe deposit 
department to call an officer of the trust 
department when members of a family 
wish to examine the box of ‘a renter 
following his or her death, for the pur- 
pose of locating a will. If a will is 
found, it is delivered to the trust officer 
who is present for filing in the Probate 
Court. 

A few years ago, a lady who rented 
a safe deposit box in our vaults, died. 
Shortly thereafter, her relatives called 
to search her box. A will was found 
in which a brother was named as 
executor and, after several bequests, 
sole residuary legatee. 

The trust officer present, seeing that 
the box contained a substantial amount 
in United States bonds, told the brother 
of the service that the trust department 
could render him if he named this com- 


One of the many opportunities 
for utilizing safe deposit service 
as a feeder for other depart- . 
ments of tie bank is illustrated 
in the accompanying article, re- 
leased through the National 
Safe Deposit Advisory Council. 


By Joseph J. Reynolds 


Mercantile-Commerce Bank and Trust Co., 
St. Louis, Missouri 


pany to act with him in the administra- 
tion of the estate. After consideration, 
the brother did appoint this company 
to act as administrator c.t.a., with him 
as executor. Thereafter, he delivered to 
us savings passbooks of three downtown 
banks, each having balances approxi- 
mately $3,000, and a passbook of a 
bank in an eastern city showing a bal- 
ance of $6,000. 

The officer in charge of the account 
obtained the history of the testatrix 
from members of her family and learned 
that she was born in St. Louis, married 
and moved to the East some fifteen 
years prior to her death, returned to 
St. Louis after the death of her husband, 
taking up permanent residence there. 
but making annual visits East of three 
or four months’ duration. 

As is our practice, letters were wril- 
ten to all downtown banks and banks in 
the vicinity of the home of the testatrix, 
asking whether or not she rented a safe 
deposit box or carried an account with 
any of the banks. We were informed 
by one of these banks that she held a 
time certificate of deposit for over 
$8,000 and maintained a savings ac- 
count with a balance of $4,700. 

Following receipt of this information, 
the officer wrote to the fifteen banks in 
the city in which she formerly resided, 
asking for the same information. Out 
of the replies, four banks had savings 
accounts in the name of the testatrix, 
the balances of which totaled in excess 


of $18,000. We then asked the brother 


THE BANKERS MAGAZINE for June, 19/9 





to make a careful search of his home 
in an effort to locate the missing pass- 
books and certificate of deposit. He 
later reported to us that he had located 
all of the passbooks, but not the cer- 
tificate of deposit. In addition, he had 
discovered two more passbooks of banks 
in Boston, Mass., the total balances of 
which exceeded $5,000. The books 
were located in an old handbag which 
was found in the back of a cluttered 
clothes closet. 


When this information was receiveu, 
letters were sent to every bank in the 
Boston area, and every bank in the 
vicinity of St. Louis. Additional ac- 
counts were discovered in Boston. 


In this case, an estate which the 
family believed to approximate $48,000, 
was increased by reason of the efforts 
of our trust department to something in 
excess of $90,000. 

This narrative demonstrates two facts: 


First, the value of trained trust serv- 
ice. Had the brother acted alone, it 
is entirely possible that some of these 
accounts would never have been discov- 
ered, and after many years would have 
escheated to the several states in which 
the banks are located; 

Second. the value to the bank of its 
policy of having a trust man present 
when the box of a decedent is opened. 
In this case—which illustrates how the 
safe deposit department can easily be 
made the feeder of new business for 
another department—the bank received 
not only a substantial fee for the trust 
service, but the valuable good will of 
the family benefited by this service, and 
that of their friends who hear of it. 


© 
“FREE SERVICE” 


IN my opinion at least, there is no 
good reason why the amount of “free” 
service rendered to a checking account 
depositor should not be governed by 
the amount of the depositor’s balance 
just as the interest paid a savings de- 
positor is limited by his balance.— 
Theodore Rokahr, vice-president and 
treasurer of the First Citizens Trust 
Company, Utica, N. Y. 
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The 
Federal Reserve Bank 
of Boston 


By 
JosEPH H. TAGGART 


ERE for the first time in book 
form is a complete treatise on 
the history, economic background, 
organization and operation of the 
Federal Reserve Bank of Boston. 
It is one of a series of investiga- 
tions into various phases of bank- 
ing history undertaken by the 
faculty and graduates of Columbia 
University. 


The author, who is on the fac- 
ulty of the University of Kansas, 
is a native of Massachusetts. Be- 
sides a careful study of all of the 
available data, he has supplemented 
his research with personal inter- 
views with officials of the Federal 
Reserve Bank and Boston bankers. 


The book contains 75 tables and 
15 charts. The price is $5 deliv- 
ered. Examine a copy on 5 days’ 
approval. 


Price $5 delivered. 


BANKERS PUBLISHING COMPANY 
465 Main Street, Cambridge, Mass. 
Please send me on approval a copy of 
“The Federal Reserve Bank of Boston’”’ 
by Joseph H. Taggart. At the end of 
5 days I will either remit $5 or return 
the book. 
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Take Your Staff 
Into Your Confidence 


ANKERS have progressed from 
tombstone advertising, to full page 
advertisements, to nation-wide 

hook-ups in radio, to advertising budgets 
the envy of some industrial concerns. 
Bankers have graduated into a place 
where financial advertising compares 
favorably with that of the leading manu- 
facturers and industries, they have 
achieved distinction and acquired a 
reading audience. They have learned to 
utilize institutional advertising and com- 
mercial merchandising methods. My 
plea is that they now merchandise their 
advertising to their sales force, to the 
250,000 bank employes, and thousands 
of directors and trustees in this country 
who are becoming’ merchandising 
minded. 

Banks once “permitted” the public to 
do business with them. Next they told 
a modest story and let nature take its 
course. Now they are at a stage of 
selling—not high pressure—but defi- 
nitely selling. Their advertising bids 
for customers; their training of staff 
bids for selling. It is time for them to 
realize that financial advertising that is 
not merchandised to their selling organ- 
ization is advertising wasted, no matter 
how large the budget, no matter how 
effective as a printed advertisement. The 
more effective the advertisement, the 
more need to win an acceptance by the 
staff. An advertising manager must ac- 
quaint the entire staff with the function 
of advertising, explain that advertising 
is not a mystery or a compromise or 
wasted space. 

Tell the 250.000 bank employes about 
this powerful force for gootl will. That 


496 


“© By Dorcas Campbell 
Director of Advertising, East River Savinys 
Bank, New York City 


the staff can “take it or like it!,” is a 
true but archaic point of view. The 
staff, like the consumer, can become a 
pressure group. It can give a uniform 
and tranquil appreciation of your ai- 
vertising appropriation and your adver- 
tising media, or it can as serenely dis- 
qualify some of your best efforts froin 
a technical or selling point of view. 


Explain Advertising Objectives 


Why not equalize their knowledge and 
yours—steadily and regularly take them 
into your confidence—tell them why 
your bank chooses the newspaper, or 
the radio for your major promotion ac- 
tivities; how direct mail makes a con- 
quest all its own, that painted panels 
are cheaper in your communities than 
twenty-four sheet posters, that you ad- 
vertise in trade journals because you 
want nation-wide acquaintanceship to 
encourage depositors from other states 
to head in your direction when they 
arrive in your state, that publicity about 
the speech of a vice president before the 
Rotary Club is not mere puffery for 
him, but an extension of your sound 
public relations program; that the cheap 
advertisement in the leaflet of the high 
school annual is to build good will in 
the next generation; that dramatic mod- 
ern window displays sell more good will 
than closely drawn curtains over the 
bank window. Tell them when a new 
campaign of advertising contemplates 
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100 per cent concentration on some one 
objective of timely importance, or that 
the present campaign of general “good- 
will” is being promoted now to catch 
and hold the memory of a fickle public 
though it is at a time when deposits are 
not solicited nor stimulated. Tell them 
that the name of the bank must be kept 
permanently in the minds of forgetful 
folks. Say that though we may not be 
eager to go ahead, at least we do not 
want to slip behind. Remind them of 
ihe younger generation forever growing 
up and needing banking facilities, and 
of the newcomers in the community, etc. 


Create Understanding of Advertising 


Tell them that even though advertis- 
ing isn’t an exact science it has some 
accepted scientific techniques, that some 
of its rules are as reliable as account- 
ing procedures, that though the staff 
may know all about the bank, the public 
may still be unconscious it exists. Say 
that our biggest competitor in advertis- 
ing—the Government—is advertising 
extensively to draw savings from every 
community in the U. S. into Baby 
Bonds. 


Your staff members may cheerfully 
espouse the cause of advertising now, 
but many like those in the “consumer 
movement” do not comprehend its pur- 
posefulness and they resent it, including 
the money spent, down to the choice of 


illustration. Some may feel now that 
they must practice a bit of espionage to 
find out what you do in advertising and 
why. If you want rooters for your ad- 
vertising and publicity programs, if 
you want warm, meaty suggestions full 
of virile hints of what Mr. Depositor is 
saying, then take your staff into your 
confidence. Create in them a defense 
and understanding of the printed word, 
just as you try to create in them caution 
as to their spoken word to the public. 
Encourage them to delve into the depths 
of advertising. Sustain them in their 
desire to tear aside the mystery of mer- 
chandising. Circulate financial trade 
journals to them. You are without a 
doubt all members of the Financial Ad- 
vertisers Association, with the advantage 
of the studies, surveys, portfolios, bul- 
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letins, and the annual convention of that 
body—it stands ready to teach your em- 
ployes the fundamentals of financial 
advertising, and deserves your support 
as a matter of selfish enlightenment for 
you and your bank and all your staff. 


Merchandising Courses Recommended 


Give your staff tangible and complete 
facts whether they know it or not; train 
them in the art of advertising—they are 
in a strategic position often to kill or 
aid an advertising program not only for 
your bank, but for industries borrowing 
from you. Remember, if their knowl- 
edge of your bank advertising is biased 
or limited or that of the carping critic, 
their judgment of advertising as it 
touches industry may mean disaster for 
one of your borrowers. There are stories 
afield of bankers who created havoc in 
industrial establishments because they 
were unable to cope with advertising as 
a mechanism of industry. Expert auditing 
is accepted as essential in digesting the 
worth of an industry, in analyzing the 
merits of an organization and its finan- 
cial status, but it is no more important 
now than a full consciousness of expert 
merchandising practices in administer- 
ing the affairs of industry. If your staff 
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‘‘If you want rooters for your 
advertising and publicity pro- 
grams, if you want warm, meaty 
suggestions full of virile hints 
of what Mr. Depositor is saying, 
then take your staff into your 
confidence. Create in them a 
defense and understanding of 
the printed word, just as you 
try to create in them caution as 
to their spoken word to the 
public. Encourage them to delve 
into the depths of advertising. 
Sustain them in their desire to 
tear aside the mystery of mer- 
chandising,’’ advises Miss Camp- 
bell in the accompanying por- 
tion of her recent address at the 
Florida Bankers Association 
convention. 


studies audit practices, why not selling 
practices? This is so fundamental I am 
convinced the American Institute of 
Banking should include advertising- 


marketing ‘courses as a part of their es- 
teemed curriculum. The ABA has spon- 
sored schools of business administration 
for fifty years, and should now sponsor 
the teaching of this essential subject to 
all AIB students. 

And in view of the anti-advertising 
propaganda abroad today you may be 
wise to stimulate your staff to know ad- 
vertising. Advertising is not an instru- 
ment of exploitation by unscrupulous 
business nor an economic waste, any 
more than bankers are all “glass-eyed.” 
Show the staff how advertising instead 
of being an economic waste is a most 
efficient and economical selling force— 
that it definitely reduces the aggregate 
cost of selling, that it is efficient “mul- 
tiplied salesmanship.” 

Tell why you advertise, in what 
media, how the advertisement was pre- 
pared, what the current theme means 
and freely give information about forth- 
coming advertisements, or campaigns. 

If you fail, if your staff fails to under- 
stand this special field of banking, the» 
will not know your advertising, they 
will no it. 


America’s Debt Burden 


cent of the total debt of the country. 


It is now more 


2 1913 Federal indebtedness constituted less than 21 per 


than 68 per cent. This shows in a striking manner the 


great claims the Federal Government has upon the income 
and the wealth of the country. In order to obtain revenue 
the Federal Government has invaded many tax fields 
originally belonging to state and local governments. If 
this trend continues, local communities may find that they 
can not obtain sufficient funds to finance their regular ac- 
tivities. In such an event they would tend to become vassals 
of the central government. 

Total public debt—Federal, state and local—is approxi- 
mately $2,000 for every family as against $269 per family 
in 1913. Whereas in the latter year public debt represented 
about 2.7 per cent of our wealth, it is now about 20 per 
cent. If private long-term obligations were added, our 
total debt burden would constitute 42 per cent of our wealth. 
Debt for the most part is a rigid structure whereas income 
fluctuates with the business tide. In consequence; the pres- 
sure bears down heavily in times of depression.—New Eng- 
land Letter, The First National Bank of Boston, Boston, 
Mass. 
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this book 
was written 


INCREASING PERSONAL LOAN BUSINESS 
by R. E. DOAN and G. F. FOLEY 
Price $2.50 


The Chapters ge Personal Loan Department has far 


greater possibilities than have hitherto 
. Who Borrows. Why They been realized. Mr. Doan and Mr. Foley 
Borrow recognize the human features of this department 
. Practical Operating Suggestions in its possibilities for service to the worthwhile 
citizens of the community but they have gone 
further in their investigation of the country’s 
successful Small Loan Departments to answer 
. Introduction to “THE the questions: How May Profits Be Increased? 
DENVER PLAN” How May Services Be Broadened? How May 
. DENVER PLAN and Large Its Facilities Be Extended to Serve Business 
Firms as Well as the Individual? 


. Advertising Personal Loan 
Department 


Department Stores 


. DENVER PLAN and Small Besides these questions the authors as 

Retailers, Professions originators of the now famous “DENVER 
PLAN” present their experiences and set forth 
for the first time the entire operation of this plan 
which assists retail merchants to liquidate their 
. FHA Mortgage Loans delinquent accounts. 


. Systematizing FHA Moderniza- 
tion Loans 


May we send you on 5 days’ approval a copy of 
INCREASING PERSONAL LOAN BUSINESS? 


BANKERS PUBLISHING COMPANY 
465 Main Street ‘ . Cambridge, Massachusetts 
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Gold and the 


Money of the U.S. 


NE of the most striking develop- 

ments of these recent years has 

been the universal confidence in 
the American dollar as one of the very 
few certain things in a highly uncertain 
world. 


Some of our citizens who admit the 
strength of the dollar and the world’s 
confidence in our currency now suggest 
that confidence in our dollar has re- 
sulted in this country receiving too much 


gold. 


During the last six years we have ac- 
quired about $10 billions of gold from 
abroad. 


Reasons for Gold Influx 


Why has so much gold come to the 
United States? 


In the first place, we have exported 
many billions of dollars’ worth of goods 
and services in excess of the amounts 
we have imported. Secondly, large 
amounts of foreign funds have come to 
this country to be placed and kept on 
deposit with our banks. Foreigners 
have sent their funds here for safekeep- 
ing because of the peace, stability, and 
security which this country enjoys. 

Thirdly, foreigners have made large 
investments in American industries be- 
cause they regard American business as 
a safe and profitable investment. 
Finally. Americans have been withdraw- 
ing their funds from abroad and liqui- 
dating their foreign investments in large 
sums because they prefer the dollar to 
anv other currency. 

It is for these reasons that we have 
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By Henry Morganthau, Jr. 


Secretary of the Treasury, 
Washington, D. C. 


had so large a favorable balance of 
payments; it is for these reasons that 
gold has come and is continuing to come 
to the United States. 


Gold moves from country to country 
not as a commodity but as a means of 
payment, the one final medium through 
which international settlements are 
made. 


Continued Acceptance Essential 


The continued acceptance of the gold 
that comes here is the only sound course 
of action open to us. There are, it is 
true, other courses of action theoretically 
possible, but they would all have dis- 
astrous consequences. 


Take, for example, the proposal so 
frequently made to us that we stop buy- 
ing gold. It has the charm of sim- 
plicity. All that we have to do is to 
issue an appropriate Treasury order. 
But let me tell you what I think would 
happen. Dollars abroad would instantly 
become very scarce and more costly. and 
the foreigners would find it much more 
expensive to buy American goods. For 
example, the British pound, the Ca- 
nadian dollar, the French :franc, the 
Dutch guilder would at once sharply de- 
preciate. A chain of forces would be 
set in motion which would disrupt our 
trade, seriously discourage what re- 
mains of world commerce and remove 
from world finance the strongest ele- 
ment of stability. 
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The cessation of gold purchases 
would have the following three imme- 
diate effects of great importance to us: 

Firstly, the sale of American products 
in foreign markets would be made much 
more difficult. This would not apply 
so much to war materials, which foreign 
countries want so urgently, but it would 
hit hard our export of hundreds of ag- 
ricultural and industrial commodities 
not vital to the conduct of the war. We 
would lose heavily in the very markets 
we will badly need when the war is over. 

Secondly, there would result an im- 
mediate flood of imports of cheapened 
foreign goods, which would deal an 
even more serious blow to labor, indus- 
try and agriculture in America. The 
very items which compete with our do- 
mestic products would deluge our home 
markets. Meat and dairy products, tex- 
tiles and hundreds of other articles 
would at once be subjected to greatly 
intensified competition from abroad. 

Thirdly, Americans who have invest- 
ments abroad would find that they had 
suffered substantial dollar losses over- 
night just as foreigners with investments 
here would find that they had windfall 
gains overnight. 

So you see this. simple remedy is, in 
effect, a proposal that would completely 
disrupt our foreign exchanges and our 
trade and greatly increase unemploy- 
ment in this country. And so with the 
other naive proposals which some well- 
meaning citizens suggest as a remedy 
for our accumulating gold stocks. 


Other Suggestions 


Shall we follow their advice and cut 
the price for gold? A moderate cut 
would be ineffective, and a cut in price 
sufficiently large to have a significant 
effect on the gold inflow would intro- 
duce the same conditions as would fol- 
low prohibition of gold imports. This 
also would cause a serious decrease in 
our trade and a big increase in unem- 
ployment. 

Shall we, as some have suggested, dis- 
criminate against certain countries in 
our purchases of gold? Such a policy 
would not even have the virtue of effec- 
tiveness. The active codperation of 


THE BANKERS MAGAZINE for June, 


‘‘Take, for example, the pro- 
posal so frequently made to us 
that we stop buying gold. It has 
the charm of simplicity. All 
that we have to do is to issue an 
appropriate Treasury order. But 
let me tell you what I think 
would happen. Dollars abroad 
would instantly become very 
scarce and more costly, and the 
foreigner would find it much 
more expensive to buy American 
goods. For example, the British 
pound, the Canadian dollar, the 
French franc, the Dutch guilder 
would at once sharply depre- 
ciate. A chain of forces would 
be set in motion which would 
disrupt our trade, seriously dis- 
courage what remains of world 
commerce and remove from 
world finance the strongest ele- 
ment of stability,’’ states Mr. 
Morgenthau in the accompany- 
ing portion of a recent address. 


practically the entire world would be 
required to prevent any one country’s 
gold from entering the world’s markets 
and reaching the United States. Ob- 
viously this would be impossible even 
in normal times, let alone at a time such 
as this. Besides, the value of gold is 
proportionate to its unqualified use and 
acceptance as an international medium 
of exchange. To limit its acceptance 
would mean to reduce its usefulness. 

There is yet another alternative which 
has always been open to us. Instead of 
taking gold we could have granted 
credit. Americans could again have ac- 
cumulated huge unsettled claims abroad. 
We have had experience with that sys- 
tem—extensive experience—in the de- 
cade that ended with the economic col- 
lapse of 1929. It is doubtful that 
Americans would want to repeat that 
experience. = 

For the excess of goods we shipped 
and for the dollar credits we granted 
we have taken gold in the last six years 
instead of promissory notes. The phrase 
“good as gold” still has real meaning 
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in the world. I prefer the gold to pieces 
of foreign paper. I think most Ameri- 
cans agree with me. 


Policy Adjusted to Realities 


Our gold policy is carefully adjusted 
to the realities of a complex world situ- 
ation. There have been many glib sug- 
gestions for changing that policy. Ex- 
amination of each of these suggestions 
has revealed, as in the examples I have 
mentioned, that in the effort to remedy 
fancied evils they would bring on real 
disaster. 

Of course, should basic conditions 
alter, should we be confronted with new 
and unforeseen economic and political 
developments, the Government will 
necessarily take such action as will best 
protect American interests. It is to be 
prepared for such contingencies that 
the powers with respect to gold opera- 
tions have been kept flexible. The 
Treasury is constantly observing, ana- 
lyzing and studying the course of events 
in their relation to monetary problems 
in which this country is interested. But 
nothing has yet appeared which would 
warrant any change in our gold policy. 


Restore Peace and Stability 


There is only one sound way in which 
we can work to reduce the inflow of 
gold and to promote the return of at 
least a part of the wealth it represents 
to useful service in the lands from 
which it comes. That way is to do 
everything in our power to contribute 
to the return of peace to the world and 
to encourage reconstruction and the re- 
storation of normal trade. With the re- 
storation of enduring peace and eco- 
nomic stability abroad the gold problem 
will solve itself. Our great export sur- 
plus will drop—not because we shall 
sell less abroad but because we shall 
buy more. Foreign capital will be 
gradually repatriated—not because we 
drive it out but because it is. attracted 
home by the reémergence of security 
abroad. Our investors will once again 
invest their funds abroad—not because 
of the scarcity of opportunity at home 
but because of greatly enhanced oppor- 
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tunities for sound and profitable in- 
vestments in other lands. And _ finally 
our tourists will spend hundreds of mil- 
lions more in foreign countries. 

These are the developments which 
will automatically and gradually direct 
the flow of gold away from the United 
States. These are the developments 
upon which we must concentrate. We 
must concentrate on the promotion of 
further recovery here and peace and se- 
curity abroad not in order to correct 
the gold situation, but because pros- 
perity, peace and security are in them. 
selves the supreme ends of governmental 
policy. That their attainment will also 
solve the world’s gold problem is only 
a by-product, but an important one. 


© 
KNOW YOUR BANK 


It is a peculiar fact in many banks that 
the management knows more about 
other people’s business than they do 
about their own. They will spend a 
considerable amount of money on re- 
search and statistics for the note credit 
files and bond portfolios but practically 
nothing on their own operations. They 
content themselves with periodically 
comparing the operations of their bank 
with competitor institutions within their 
territory, and then pat themselves on the 
back if they happen to show up better. 
Sounder banks can only come through 
the management of each knowing the 
exact conditions in their particular in- 
stitutions and controlling their affairs 
without regard to what others may or 
may not do.—E. S. Woolley, Economist, 
George S. May Business Foundation. 


© 


The tax load has increased to a point 
where it represents one of the principal 
deterrents to business recovery and re- 
employment. Yet, present taxes, high 
as they are, fall far short of meeting the 
cost of government. In the not distant 
future this nation will probably be 
forced, in one way or another, to face 
the fact that it is living beyond its 
means and retrenchment is not merely 
desirable but imperative-—The Guar- 
anty Survey. 
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IN 


WASHINGTON 


By Our 


WASHINGTON CORRESPONDENT 


VENTS on the European continent, 
where war horrors have been in- 
flicted on neutral nations, pro- 

duced a profound shock in the nation’s 
capital. Domestic troubles in labor, in 
agriculture, in banking, even in unem- 
ployment, became secondary to the urge 
—almost hysterical—to prepare for de- 
fense. And some observers believe that 
“doing something for defense” may soon 
be interpreted as offense. That is, an 
avenging of democratic principles; an 
active defense of them. 


The broad economic picture as re- 
flected in Washington has been largely 
highlighted in recent months with poli- 


tical brush strokes. On the details, 
Congressmen and executive officials of 
the Administration have played games 
around such bills and programs as are 
involved in efforts to change the Wage- 
Hour Act, the National Labor Relations 
Board, the Hatch clean politics bill, the 
Walter-Logan administrative measure 
and the several measures which carried 
appropriations for favorite projects. 
This latter inevitably involved the sta- 
tutory debt limit. 

Now, however, all of these plans and 
programs: become less vital and _ less 
commanding as Congress struggles to 
provide an adequate defense program 
costing billions of dollars—as a starter. 
Even the statutory debt limit is no 
longer something to fear. There is no 
apparent sizeable opposition to increas- 
ing it from $45 billion to at least $50 
billion. Before this is printed it may 
have been raised more, if the temper of 
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some important and influential Con- 
gressmen is.,a criterion. Members of 
the House and Senate Banking Commit- 
tees have freely argued that it is no time 
to haggle about top limits. These same 
Congressmen earlier saw nothing but 
disaster in the approach to the present 
limit! 


A Challenge to Bankers 


The nervousness of the nation over 
European affairs, the change in the for- 
eign policy of this country from that of 
a technical neutral to that of a non-bel- 
ligerent—for the moment—brings a 
challenge to bankers everywhere. To 
counsel reflection, a measure of caution 
in the place of hysteria, the giving of 
perspective as war bulletins are hurled 
at radio listeners day and night, is 
needed at this time. It would seem that 
bankers with their natural conservatism 
might well aid their depositors and the 
public to take the long look as programs 
are mapped out. This would be no sign 
of weakness at a time like this, but 
rather of courage. 

While it is sadly true that huge ex- 
penditures are needed to finance ade- 
quate preparedness, it is nevertheless 
necessary to count the cost, for the bills 
must be paid and the notes must be met 
if the nation is to escape inflation, 
rapidly rising costs of living and all 
the long train of events which so easily 
follow. There will be heavy-.taxes, ulti- 
mately, if not immediately... How are 
these to be levied? Such problems 
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require cool planning and bankers ought 
to know and aid. Congressmen will 

welcome their assistance and advice. 
While the skies are none too bright 
in Washington these days as the future 
is contemplated in the light of world 
affairs, there is no defeatism of the 
determination to see the ideals of democ- 
racy win out, ultimately, eventually. To 
that end there are moves to grant for- 
eign credits to those fighting against the 
totalitarian powers. This means some 
) 


*‘As we contemplate the mul- 
titude of laws that flow in an 
unending stream from legisla- 
tive halls to control and to regu- 
late, to promote or to deter, to 
reward or to punish, to tax or 
to appropriate, to create or to 
destroy should we not ask our- 
selves this very simple question: 
‘Where do laws come from?’ We 
may be surprised to discover 
that they are not the product of 
a Congressman’s nightmare, nor 
even of his ambition, but they 
spring from the needs or the 
demands or the desires of the 
people back home. Seldom is 
there legislation without the de- 
mand and approval of a large 
body, of the electorate. Bills 
may be introduced for personal 
or trivial reasons, but before a 
bill can travel the long road to 
become a law, there is usually a 
widespread demand for its en- 
actment. That is the point at 
which the private citizen may 
become the law maker. And that 
is the place that many of us fail 
—banker, businessman, citizen— 
we refuse to exercise our ulti- 
mate responsibility in a democ- 
racy—to help create or help 
defeat legislation that deter- 
mines the welfare of the nation. 
That responsibility lies on your 
deorstep and on mine.’’—From 
an address by A. L. M. Wiggins, 
President, Bank of Hartsville, 
Hartsville, South Carolina. 


abandonment of the Johnson Act and 
a closer harmony with the desperate 
democracies. It appears, at this time, 
that legal infractions of the Johnson 
Act will come first, before outright re- 
peal. As they come, so will the signs 
multiply of a closer approach to the 
European conflict. 


Glass-Steagall Bill 


But banking has had its place in the 
legislative and executive mill, despite 
wars. During the month Senator Glass 
and Representative Steagall introduced, 
under their name at the request of Fed- 
eral Loan Administrator Jesse Jones, 
bills to allow national banks to make 
15 year amortized mortgage secured 
loans and to vest in the Reconstruction 
Finance Corporation, power under the 
President, to purchase bank preferred 
stock. There are other features of the 
bill such as an increase of the amount 
which the RFC could loan to the rail- 
roads and permitting the RFC to. pur- 
chase, from the Treasury, Federal Home 
Loan Bank stock to the amount of 
$300,000,000. These latter two features 
seem to be generally acceptable. 

However, the effort of Jesse Jones 
to act as mentor on preferred stock loans 
and extension of real estate mortgages, 
stirred up a lively contest between the 
Texan and Secretary of the Treasury 
Morgenthau. Of more than passing in- 
terest to all bankers—especially na- 
tional bankers—were the on-the-record 
charges that the Comptroller of the Cur- 
rency is a mere “clerk” to the Treasury 
Secretary. More than once did Jesse 
Jones voice his feelings that the Comp- 
troller is no longer head of the national 
banking system but rather the Secretary 
of the Treasury. Furthermore, he 
voiced his feelings that the national 
banking system was probably unneces- 
sary at the present time. 

On the matter of longer mortgage 
loans, Mr. Jones encountered wider 
opposition. Only the Secretary of the 
Treasury seemed to resent losing author- 
ity over the preferred stock program. 
But the Reserve Board and, in the back- 
ground, organized banking, voiced their 
fears on the principle of allowing com- 
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mercial banks to tie up their funds in 
15 year mortgages, even though there 
was a requirement for 60 per cent 
amortization. Senator Glass, despite 
the fact he had lent his name to the bill, 
also sharply opposed that section. 


Wagner Questionnaire 


The Wagner “National Monetary and 
Banking Policy Questionnaire” is at last 
officially ready and has been sent out 
to bank supervisory agencies of the 
Government, to the 12 Reserve Banks, 
all state supervisors, the American 
Bankers Association and the Associa- 
tion of Reserve City Bankers. This 
questionnaire of more than 80 printed 
pages, contains hundreds of questions, 
designed to aid in correlating a new 
national monetary and banking policy. 

Senator Wagner observing that it has 
been a generation since there was a re- 
view of these problems, while the world 
has seen many changes, stated: “Through 
the medium of this inquiry, the Senate 
Committee on Banking and Currency 
will be enabled to review our position, 
to re-examine the legislation which now 
controls our monetary-banking system, 
to consider from the broadest perspec- 
tive the numerous pending proposals for 
amendment, and to study possible future 
lines of policy, in the light of war-time 
conditions and the eventualities of the 
post-war world.” 


Downey Study 


Senator Downey has begun a study 
on excess and stagnant savings under 
the “mature economy” theories, now so 
popular with many high Administration 


officials including Federal Reserve 
Board Chairman Eccles. Just how far 
these hearings will go on an intermit- 
tent schedule is not known by either the 
California Senator or other officials. 
Much depends on the general Congres- 
sional program. According to an- 
nounced plans, these hearings may pre- 
sent a platform for a wide range. of 
economic views, both pro and con. Some 
of the invited individuals include Ray 
Moley, John Hanes, former Undersecre- 
tary of the Treasury, Emmett Connely, 
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president Investment Bankers Associa- 
tion and many others. The Downey 
Resolution calls for no action, other 
than discussion of ideas. 

Other highlights of the banking pic- 
ture in Washington at the mid-month 
date include the passage by the Senate 
of the Townsend Resolution to stop the 
buying of foreign silver, the defeat of 
all efforts to change the Wage-Hour Act, 
the increased interest of the United 
States Chamber of Commerce in bank- 
ing matters as evidenced in its last an- 
nual meeting, the behind-the-scenes 
activity in behalf of Steagall’s Federal 
Home Loan Bank Board Bill, and the 
Treasury's “freezing” of foreign credits 
whenever this seemed advisable. 


Land Bank Bill 


The effort of organized banking to 
prevent the enactment of radical 
changes as provided for in the Jones- 
Wheeler Federal land banks bill, is still 
the subject of more hearings. Secre- 
tary of Agriculture Wallace is very 
much determined to see this bill passed 
despite spirited opposition from bank- 
ing, from farm federations, and even 
from other agencies of the Government. 
The crux of the bill .is the provision 
which would place the credit of the Gov- 
ernment behind an artificially low in- 
terest rate on farm mortgages. 


© 
SPEAK UP! 


BANKERS have thought that their werks 
would speak for them at the court of 
public opinion, and have been silent 
under the continued attacks of politi- 
cians, but this is not true and if bank- 
ing, the foundation of American busi- 
ness as we have known it for 150 years, 
is to continue and to progress, it is 
necessary that we, the bankers, speak 
up in our own defense, answer generali- 
ties with facts and refute false accusa- 
tions with proof. If we are not willing 
to fight for our profession. how can we 
hope to live? Who can we expect to 
defend us?—James White. Jr., Presi- 
dent, National Bank of Athens, Ga., in 
a recent address. 
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ON THE 


WEST COAST 


By 


S loan demand picks up, as it seems 
to be doing throughout the Twelfth 
Federal Reserve District, there ap- 

pears to be a tendency, among country 
banks at least, to liquidate bond ac- 
counts rather than to draw down cash 
reserves held with correspondent banks 
in the reserve centers. Western bond 
accounts during the past ten years have 
been gradually reorganized until the 
country bank with any bond holdings 
outside the Government list is rare. 


Thus liquidations of present bond hold- 


ings means liquidation of Governments. 
The reason for this action on the part 
of country banks (indeed on the part of 
some city ones as well) is understand- 
able. With the Governments at their 
present levels, there is little incentive to 
hold them. The yield is too low to 
compensate the holder, many bankers 
feel, for the possible risk of deprecia- 
tion should money rates harden, even 
slightly. To the student of the bond 
market, this tendency of country banks 
to liquidate their bonds opens up in- 
teresting fields for speculation, for it 
inevitably weakens the technical posi- 
tion of the Government list, in that it 
means that Government holdings will 
be concentrated in a few hands in the 
reserve centers rather than in many 
hands throughout a wide area. Ob- 
viously this increases the volatility of 
the bond market price structure. 


Bank of America Stock Issue 


By the time this is printed the Bank 
of America’s preferred stock issue 
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JOHN FARNHAM 


should be out of the way, provided the 
stock market break, which is going for- 
ward as this is written following the 
German advance into Belgium and the 
Netherlands, does not completely wreck 
the investment market. And with the 
successful flotation of the bank’s stock, 
it can be said that the bank won about 
four out of five points in its contro- 
versy with the United States Treasury. 
Except for a few technicalities it doesn’t 
appear that the bank has given ground 
on a single point. The increase in capi- 
tal resulting from the preferred stock 
can hardly be considered as a triumph 
for the Treasury, as the bank was al- 
ways willing to do this, so long as it 
could obtain the money from private 
sources. Indeed there is considerable 
evidence that the bank actually will 
welcome the capital increase. It has 
an expansion program under way in 
California, it is understood, which will 
call for the entire $30,000,000 of addi- 
tional capital slated to be received as 
a result of the financing. 


California Growth 


During the past month your corre- 
spondent has been doing a deal of 
wandering around in this Western coun- 
try, and business—all things considered 
—seems to be something less than buoy- 
ant outside of California. In Colorado 
the tax structure seems to be a drag on 
the spirits of business people, and in 
the inter-mountain country generally 
there is a feeling that the 1940 census 
will show few gains on a state-wide 
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basis. The major towns are growing, 
but their growth is at the expense of 
rural areas, it is felt by many observers. 
The result, of course, is to unbalance 
the general economy in a number of 
directions. California, however, and 
all its component parts, the preliminary 
census returns show, is still growing 
rapidly, particularly in the Los Angeles 
area. Thus preliminary figures now 
give the state 7,100,000 in population 
against 3,426,861 in 1920 and 5,677,251 
in 1930. A continuation of this growth 
for the next ten years will put the state 
through 10,000,000 by 1950. To hear 
people talk, much of this gain is com- 
ing and will come from other parts of 
the West. It seems to be a movement 
similar to that which drew population 
to the New York metropolitan area 
from the middle East and New England 
from the close of the war between the 
states through the 1920's, and it prob- 
ably presages a period of rapid indus- 
trial expansion throughout the Golden 
State, with, again, the accent on the en- 
virons of Hollywood. 


Saturday Closing 


With the first of June, nearly all the 
banks in Northern California and many 
in the southern part of the state will 
adopt Saturday closing. It is stated that 
the closing will be for a trial period of 
three months only, but it is likely that 
it will be permanent. For the time be- 
ing Los Angeles banks will remain open 
on Saturdays, largely as a result of the 
attitude of the Farmers and Merchants 
National Bank there, which insists that 
bank customers need and want Saturday 
banking hours. The attitude of the 
Farmers and Merchants in this connec- 
tion has resulted in a certain amount 
of unpleasantness for the bank, includ- 
ing a picket line sponsored by left-wing 
unions. Despite this one cannot help 
but feel that the attitude of the bank 
is right and the Saturday closing posi- 
tion is wrong. The opinion is not that 
of this reporter alone, but of many 
bankers who have accepted Saturday 
closing, and it stems from the feeling 
that as service institutions banks ought 
to serve the public to the best of their 
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ability. The real reason for Saturday 
closing is, of course, the exigencies of 
the Wages and Hours law, the hours re- 
quirement of which. many banks find it 
difficult to meet on “a six day schedule. 
Speaking of the wages and hours 
statute, the ultimate fate of this legis- 
lation so far as banks are concerned 
may be determined by the courts when 
the latter are ‘called upon to rule on 
the National Labor Relations Board 
findings against the Bank of America, 
If the courts fail to-uphold the Board 
in its contention that the bank is sub- 
ject to Board jurisdiction, then it would 
seem to follow, that Wages and Hours 
is also inapplicable to banks. The ar- 
guments for including banks under the 
one are about the. same as those for 
including them under the other. 


Political Outlook 


As the time for the national political 
conventions draws near, the political 
outlook throughout the West is still un- 
certain. In nearly all Western districts 
the Democrats are badly divided, while 
the Republicans, although united, seem 
to lack any great amount of enthusiasm 
for their leadership. Thus both parties 
are on the verge of their campaigns in 
a weakened condition, which means that 
neither can count on anything for a 
surety. As things stand today the Demo- 
crats seem to have the edge, on a state- 
wide basis, in California, Nevada, Utah, 
Arizona and New Mexico. Elséwhere— 
Washington, Oregon, Idaho, Colorado 
and Wyoming—the odds favor Repub- 
licans. The latter’s chances will be en- 
hanced if the third term becomes an 
issue. This follows because the West 
is staunchly isolationist and it sees in 
a third Roosevelt term a step toward 
participation in Europe’s war and peace. 


Smith ABA Vice-Presidency 


Although it is a little early to begin 
talking about candidates for the A.B.A. 
second vice-presidency, it appears that 
Russell Smith, executive vice-president 
of the Bank of America, is in the run- 


ning first. Mr. Smith hesitated for 
months before allowing his name to be 
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More profits 
and good will 
for your bank... 


That the average city bank can make a 

profit and increase good will by a properly 

“small loan department” has been 

clearly demonstrated by banks that have 
succeeded in this field. 


‘A working manual for bankers who would 
repeat ‘these successes will be found in 


INCREASING 
PERSONAL 
LOAN 
BUSINESS 


By R. E. DOAN 
and 


G. F. FOLEY; 


The authors of this'‘hook have had years 
of practical experience in developing a small 
Ioan department in the Denver National 
Bank. They are also the originators of the 
nationally known “Denver Plan” for liqui- 
dating retail charge accounts which is fully 
described in this book. 


Your name and address on the coupon 
below will bring this new book to your desk 
on 5 days’ approval. 


BANKERS PUBLISHING CO. 
465 Main St., Cambridge, Mass. 


Please send me jon approval a copy of 
“Increasing Personal Loan Business” by 
Doan and Foley. At the end of 5 days 1 
will either remit $2.50 or return the book. 


advanced for the post, and finally con- 
sented to be a candidate only after con- 
siderable urging. That he would make 
an excellent A.B.A. official is obvious, 
for there are probably few men in the 
country with a keener appreciation of 
current banking problems, but that con- 
siderable opposition to his candidacy 
will develop during the summer is 
equally obvious. Anyone who knows 
Mr. Smith knows that to oppose him on 
the ground that he is identified with a 
branch bank organization is hardly fair, 
but it is none-the-less certain that he 
will be opposed for exactly that reason. 


© 


FIRST QUARTER PROFITS 


Earnincs of leading industrial com- 
panies for the first quarter of this 
year were moderately below those of 
the fourth quarter of 1939, but well 
above the first quarter of 1939, when 
business generally was at a much 
lower level and many companies op- 
erated at a deficit-or on the borderline 
of profits. 

A tabulation of the reports issued by 
340 companies for the quarter ended 
March, 1940, gives combined net profits, 
after taxes and less deficits, of approxi- 
mately $336,000,000. This shows a de- 
crease of 18 per cent from the $408.- 
000,000 reported by the same companies 
in the December, 1939, quarter, but an 
increase of 74 per cent over the $193.- 
000,000 total in the March, 1939. 
quarter. 

Net worth of the group aggregated 
$11,800,000,000 at the beginning of 
this year, upon which the first quarter 
profits were at the annual rate. of 11.4 
per cent, against a 6.6 per cent rate of 
return upon a slightly smaller net worth 
in the first quarter last year. 

As pointed out heretofore, the pub- 
lished reports of a limited number of 
large companies indicate the trend of 
earnings, but not the average rate of 
earnings for business as a whole; the 
latter may be obtained only from the 
annual “Statistics of Income,” compiled 
and issued some time later by the Treas- 
ury Department:—Monthly Report, The 
National City Bank of New York. 
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Investment 
and Finanee 


Epitep By OSCAR LASDON 


Aftermath of Armageddon 


HILE military developments in 

Europe are shaking the world, 

many of us in these United 
States are wondering about the eco- 
nomic aftermath of the conflict. 

As an immediate effect of the war, we 
have witnessed an expansion of our ex- 
ports. Outbound movements of normal 
peace-time products continue to diminish 
in quantity but a larger total dollar 
volume of exports is resulting from ex- 
tensive shipments of war materials. 
This change has been apparent in recent 
months, with airplanes taking the place 
of many agricultural commodities. 

But what will happen to our export 
markets at the end of the war? If the 
German military machine is triumphant, 
won’t our products be frozen out of 
world markets? And if the Allies are 
finally successful, will we be able to 
compete with depreciated currencies in 
those same markets? How many na- 
tions will be in a position to pay for 
our merchandise? 

As far as the international monetary 
medium is concerned, this country al- 
ready has two-thirds of the world’s gold 
supply. Can it afford to continue its 
purchases at the prevailing price when 
the war is over? 

What about the business situation? 
Are we approaching a period of intense 
industrial activity—a war boom? Will 
the nation’s full productive capacity be 
utilized as the result of an enlarged 
domestic defense program? If the 
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productive capacity of the nation is 
brought into high-gear, will the com- 
bination of industrial expansion and 
enormous credit -resources result in a 
measure of price inflation? 

Is it unreasonable to expect an eco- 
nomic and financial collapse in Europe 
at the end of the war? If such collapse 
shatters the foundations of other nations, 
will we remain unaffected? 

Will the existing capitalistic system 
as we know it, survive in Europe—even 
if the Allies win? How can we be sure 
that our own economy can insulate itself 
from repurcussions abroad? Is some 
tremendous revolution, whose outlines 
we now seem to be sensing, about to 
occur? 

From a broad viewpoint the future 
appears full of dangers, known and un- 
known. Human ingenuity must be at 
its best to deal with the chaos and shock 
that may logically be expected in the 
Old World. 


_ 


SMALL BUSINESS 


In a address before the Kiwanis Club 
of Newark, Peter R. Nehemkis, Jr., 
special counsel to the Securities and 
Exchange Commission, discussed the 
difficulties of small businesses in obtain- 
ing adequate funds. According to a 
recent series of articles which appeared 
in a national weekly, Mr. Nehemkis was 
one of the chief arch-villains of the 
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TNEC proceedings who were attempting 
to undermine private enterprise. 

It was not remarkable, therefore, to 
find that Mr. Nehemkis’ speech was 
awaited with a good deal of trepidation. 
But when SEC counsel failed to invoke 
an impassioned plea for the complete 
socialization of money and credit, sur- 
prise prevailed. Subsequently, aston- 
ishment surpassed relief when the pres- 
entation turned out to be conservative 
in tone and content, 

In exploring the inability of the se- 
curity markets to supply the small busi- 
ness man with funds, Mr. Nehemkis 
did not adopt the easy course of blam- 
ing the investment banking fraternity. 
Rather, he placed responsibility, and 
rightly so, on the general unattractive- 
ness of the small issue to the security 
buyer. To quote: “It is not the alleged 
cost and delay of registration which is 
responsible for the small volume of un- 
seasoned equity issues. A more sig- 
nificant factor—again frequently over- 
looked—is the inability of the small 
issues to find purchasers. 

“An analysis of 700 small security 
registrations shows that, one year after 
the effective date of the registration, 
over one-third had not sold any of the 
securities registered. This means that 
over 200 such issues—fully registered 
and ready for market—could not find 
a single purchaser in the year following 
effective registration. .. . 

“In the final analysis, the small busi- 
ness enterprise has never utilized—and 
in all probability will never utilize—the 
machinery of investment banking or the 
security markets. Statistics of the Bu- 
reau of Internal Revenue show the aver- 
age assets of the small corporation to 
be $47,000. Plainly, the corporation 
with total assets of less than $250,000 
is not the kind of enterprise which can 
be financed profitably by the investment 
banker or whose securities are suitable 
for trading in the public markets.” 


_“ 


BOND NOTES 


Speakers at regional banking conven- 
tions are again stressing the importance 
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of carefully formulated bond portfolio 
policies. Methods of analysis, principles 
of caution are expounded for the bene- 
fit of bank officers..” During the recent 
Fifth District Bond Conference at Rich- 
mond, Virginia, much material of value 
was presented. In particular, the fol- 
lowing remarks merit repetition. 

Edward A. Wayne, Chief Bank Ex- 
aminer, State of South Carolina, enu- 
merated the following principles as the 
basis for determining the quality of 
state obligations: 


“1. Legality of issue. Every precau- 
tion should be taken to see that there 
is no true ground for contesting pay- 
ment as allegedly illegal debt. 

“2. Purpose of issue. Debt incurred 
for the benefit of special classes in the 
population or especially favored geo- 
graphical areas in a state would seém 
to warrant more caution than otherwise. 

“3. Adequacy and permanence of es- 
pecially supporting revenues. 

“4. Efficiency of the administrative 
machinery of the state. A smoothly op- 
erating and efficient government would 
obviously justify and enjoy greater re- 
spect and support by the people. In- 
efficient and bunglesome machinery may 
arouse suspicions of fraud in the pub- 
lic’s mind and thereby place in the hands 
of unprincipled politicians political is- 
sues detrimental to the general credit 
of the state. 

“5. The trend of the debt in relation 
to the general economic stability of the 
state. It is not so easy to measure the 
economic stability of a state but much 
information is available in published re- 
ports by various departments of the 
United States Government, notably the 
Bureau of the Census, and the Depart- 
ment of Agriculture. Increasing de- 
mands for public assistance would seem 
also to be indicative of trend in eco- 
nomic stability, and portents of trouble- 
some problems ahead. 

“6. The general attitude of the state 
toward its debt as evidenced by enacted 
legislation and by rulings of its courts. 
Examine the attitude of the legislative 
body as evidenced by the appropriation 
bills which it actually and _ finally 
passes, and how well, adequately, and 
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faithfully they provide for such appro- 
priations and for meeting outstanding 
obligations of the state.” 


Henry M. Bodwell, editor, Standard 
Bond Investments, discussed the short- 
comings of “credit” bonds in bank port- 
folios. As an hypothetical example, 
Mr. Bodwell pointed out that “for the 
best of credit bonds; i.e., those with a 
Bl plus rating in 1925, an investment 
of $1,000,000 in 1,000 bonds would have 
provided a net yield for a bank of be- 
tween 5144 per cent and 5 per cent. 
However, there would have been de- 
faults in 20.5 per cent of this list, and 
the market value of the investment 
would have fluctuated in the extremely 
broad range of from 30 to 40 percent;” 
and, as Mr. Bodwell commented, “had 
liquidation been necessary at critical 
periods, a relatively unsatisfactory net 
result would have been realized.” Such 
fluctuation of values makes the credit 
bond unsuitable for bank investment, it 
was pointed out, since these bonds are 
at their lowest prices in periods like 
1932-33, when banks might need to real- 
ize on their portfolios. At the end of 
ten years the principal loss would have 
been 20 per cent, and the realized net 
return only 2 per cent. 

A “Rip Van Winkle” investment, in 
bonds of higher quality; i.e., buying 
such bonds and letting them stand un- 
changed, would have done a little bet- 
ter. Bonds of A quality would have 
netted 2.70 per cent after a principal 
depreciation of more than 15 per cent. 
Bonds of Al quality would have netted 
a 3.55 per cent return with little capital 
loss. Al plus bonds would have netted 
about 3.78 per cent, and long term Gov- 
ernments bought in 1925 about the same 
return. However, in this static invest- 
ment in quality bonds there was more 
of a market fluctuation than a bank 
should permit in its portfolio consider- 
ing the principal that “the soundness 
of a bank depends on the value of its 
assets at ALL times.” 

Recommending a “spaced maturity” 
program as the best policy for banks, 
Mr. Bodwell remarked: “In our tables 
of a spaced maturity program in prime 
quality obligations, maturing over a 


THE BANKERS MAGAZINE for June, 


period of fifteen years, we find a net 
realized income return, after taxes, only 
slightly below that from long term 
prime issues, materially better than that 
from neglected investments in credit 
bonds and only about 2 per cent below 
the ‘maximum’ results obtainable from 
an inhumanly ‘perfect’ investment in 
credit bonds. And we find a maximum 
price fluctuation of less than 15 per cent, 
compared with one of more than 20 per 
cent for prime long-term bonds and 30 


to 40 per cent fluctuation in credit 
bonds.” 


Under present market conditions 
Editor Bodwell urged upon banks this 
policy of “spaced maturities” in high 
grade bonds. The spaced maturity pro- 
gram involves investment in blocks of 
securities divided to mature and be paid 
off annually over a period of years, and 
thus provide cash for reinvestment an- 
nually. A fifteen-year program was sug- 
gested with annual maturities up to 
fifteen years and each year’s cash re- 
demptions used to purchase additional 
securities of fifteen-year maturities, or 
less, if conditions warranted shortening 
up the program to spacing of maturities 
of less than fifteen years. 

Commenting that the program pre- 
sented was no “cure-all,” Mr. Bodwell 
stated that “a spaced maturity program 
in prime securities, gauged to each 
bank’s own particular needs, will go far 
toward meeting the ideal of the greatest 
possible income return with the greatest 
possible security of principal at the low- 
est possible operating cost.” 

At a regional bond conference in 
Cleveland, Colonel Leonard P. Ayres of 
the Cleveland Trust Company warned 
portfolio managers to observe that: 
“There are three rules by which the 
bank should be guided if it wishes to 
avoid the dangers which might result 
from shrinkages in its investment port- 
folio. They are all harsh and unpleasant 
rules, but they are all solidly grounded 
in the records of past experience with 
hond prices. The first is, “Don’t buy 
for high yields.’ Stated positively that 
means buy only high grade bonds, and 
that comes pretty near to meaning buy 
only the first grade bonds. Higher 
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yields mean lower qualities, and those 
involve risks that banks cannot afford 
to take when two-thirds of their earning 
assets consist of investments. . 

“The second rule is, ‘Don’t buy for 
appreciation, and again that is a harsh 
rule. It seems especially hard because 
we have been in a rising bond market 
for eight years, and almost all banks 
have had many good recoveries in their 
bond holdings, and most of them have 
taken some fine profits. These profits 
have been so numerous that they have 
come to seem almost like real operating 
earnings. . . . 

“Finally the last of the three harsh 
rules is, ‘Don’t buy long-term bonds,’ 
and in this case that means bonds with 
maturities of more than ten to twelve 
years. The reason is of course that 
when interest rates rise and bond prices 
fall the quotations for the long-term is- 
sues go down much further than do 
those of the short-term issues.” 


MONEY MARKET SURVEY 


Correct interpretation of money mar- 
ket factors is of enormous importance 
in formulating commercial bank loan 
and bond policy. Because adequate 
knowledge of the forces shaping inter- 
est rates is so necessary, the Institute 
of International Finance of New York 
University, under the direction of Dean 
John T. Madden, devoted a recent bul- 
letin to this topic, “How to Read the 
New York Money Market.” The bulle- 
tin discusses elements of demand and 
supply in the money market, the effect 
of Federal Reserve operations, inter- 
bank movements of funds, as well as 
the influence of United States Treasury 
financing. 

The Institute points out that: “An un- 
derstanding of the money market would 
also aid in dispelling many misconcep- 
tions prevailing at the present time, even 
among institutional investors. Thus, it 
is still believed that the deficit of the 
Government has contributed to the huge 
excess reserve balances, although this 
is not the case. Similarly, the belief 
is still prevalent that the large volume 
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of interbank deposits has pryamided ex- 
cess reserve balances and that elimina- 
tion of interbank deposits would bring 
about a reduction in the volume of ex- 
cess reserve balances. Not only is the 
first contention incorrect but the elimi- 
nation of interbank deposits, while leav- 
ing total reserve balances unchanged, 
would actually bring about an increase 
in the volume of excess reserves. Also 
baseless is the fear on the part of many 
banks that, because their deposits. are 
now. exceedingly large, they may be 
called upon to meet heavy withdrawals. 
While it cannot be denied that indi- 
vidual banks may lose deposits, a study 
of the money market would reveal the 
circumstances that could bring about a 
decline in the volume of deposits for 
the banking system as a whole. Under 
present conditions no large reduction 
of deposits is likely to take place un- 
less for some unknown reason the banks 
should decide to liquidate a large por- 
tion of their high-grade bond port- 
folios.” 

This pamphlet should be of material 
assistance both to commercial bankers 
and students of finance. 


10) 


THE gold now held by the Treasury is 
equal to 40 per cent of the world’s pro- 
duction since the discovery of America. 
The silver held, although equal to more 
than five times the present record an- 
nual world production, is about 9 per 
cent of the world production since 1492. 
—Washington Review, Chamber of} 
Commerce of the United States. 


© 


THE supreme test before us as a people 
and as a nation is to revive and reinvig- 
orate and release American resourceful- 
ness and ingenuity. This only can be 
done by restoring initiative and enter- 
prise to their rightful place in our na- 
tional economy and by unleashing the 
energy which has been in the past and 
can be in the future the one effective 
motivating power that will assure our 
national progress.—James S. Kemper, 
President, Chamber of Commerce of the 
United States, in the Washington Re- 
view. 
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LOOKING BACK 


Selections from the Banking, Financial 
and Economic Thought of the Past 
Which Apply to Today’s Problems. 


Epitrep sy KEITH F. WARREN 


90 YEARS AGO 


The Bankers Magazine . . 


Advantages of Having a Bank 


Account 

The banker will not only take care 
of your money, but also of anything else 
you commit to his charge. You can get 
a small tin box with your name painted 
on it, and into this box you can put 
your will, the lease of your house, 
policies of insurance, and any deeds or 
other documents that require particular 
care. You can send this box to your 
banker, who will take care of it for you; 
and you can have it back whenever you 
like, and as often as you like. If your 
premises are insured, it is clearly im- 
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proper to keep the policy on the prem- 
ises: for if the house be burned the 
policy will be burned too; and where 
then is your evidence of claim upon 
the insurance office? 


Another advantage is the saving of 
time. When you receive money you will 
send it in a lump to the bank: and when 
you pay away money you will draw 
cheques upon the bank. Now to draw a 
cheque takes up much less time than 
counting out the money that you have 
to pay, and perhaps sending out for 
change because you have not the exact 
sum. 


50 YEARS AGO 


The Bankers Magazine . . 


Bank Examinations Advocated 


In Pennsylvania, no officer has ever 
examined the business of state banks or 
bankers. There is a Superintendent of 
Insurance, but it is remarkable that a 
people who are so strongly opposed to 
public supervision should be willing for 
the state to exercise it, even in insur- 
ance matters. Several attempts it is 
true, have been made to create the office 
of Bank Examiner, and which exists in 
most of the states, but its opponents 
have succeeded in strangling the bill 
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without much difficulty. Such a policy 
we regard as unwise both for the banks 
and the Commonwealth. It is true that 
when the National Banking System was 
established there was some objection to 
the supervisory feature, but the banks 
soon learned the value of it. The 
stronger and best managed banks were 
never averse to this, well realizing its 
worth to them not only as a protective 
measure, but also in strengthening them 
in public estimation. Only the banks 
that were desirous of doing irregular 
things, condemned alike by law and 
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opinion, were opposed to such supervi- 
sion. In a few years the banks came 
to realize the full worth of these ex- 
aminations. It is true that irregularities 
have occurred, and probably will, so 
long as banks shall be among the in- 
stitutions of the country; but the worth 
of these examinations is incalculable. If 
there is an irregularity in a bank an 
examination is just as likely to disclose 
it as otherwise. It will be admitted that 


no examination is complete proof 
against wrong-doings or irregularities. 
They may be covered in such a way as 
to elude the search of the most expert 
examiner; on the other hand, if they do 
exist, he may find them, and the fear 
that in the course of his examination he 
will uncover them, even when not. look- 
ing for them, doubtless leads many an 
officer to hesitate, who otherwise would 
plunge into wrong-doing. 


25 YEARS A6GO 


The Bankers Magazine . . 


Physical Condition of Bank Clerks 


From a_ Boston dispatch~ to the 
Chicago “Tribune” comes the informa- 
tion that “of 2,000 New York bank 
clerks subjected to physical examination 
only 3 per cent were found to be free 
from physical impairment or dangerous 
habits. Although their average age is 
only thirty-three years, 13 per cent of 
these young men and women had hard- 
ening of the arteries, 5 per cent had 
organic heart disease, and 28 per cent 
had kidney disease.” 

These figures are given by Prof. Irv- 
ing Fisher of Yale University, who is 
chairman of the reference hygiene 
board of the Life Extension Institute. 
The institute is sponsor for a movement 
to raise the average of human life by 
a system of periodic physical examina- 
tions, by which the individual may find 
his weak spots, and by dieting or physi- 
cal exercise or medical treatment or 
other forms of personal hygiene over- 
come these handicaps and so insure a 
longer life. 

These figures, assuming them to be 
accurate, only show what they do show. 
We can not say, in the absence of other 
related statistics, whether bank clerks 
are worse off in this respect than other 
people employed in occupations making 
a similar demand upon one’s physical 
and mental resources. Nor can we tell, 
without information as to the bank 
clerks in other cities of corresponding 
size and business activity, whether the 
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New York bank clerks are specially de- 
ficient or not. Yet these facts—again 
assuming that they are facts—have con- 
siderable. interest. 


The bank clerk’s task is less easy than 
it looks. Hours are much longer than 
what the public infer from the sigs, 
“This bank opens at 10 a.m. and closes 
at 3 p.m.” And. the work itself is not 
only arduous, but must be done rapidly 
under a constant sense of responsibility, 
and with much consequent physical wear 
and tear. 

In short, the bank clerk is a cog in 
the wheel of our complex modern rapid- 
gait business mechanism. That the cogs 
wear out under the strain need not oc- 
casion wonder. 


No doubt, however, the bank clerk, 
who on the whole is a fairly healthy 
chap, would resent being singled out as 
the special object of sympathy on ac- 
count of the character of his occupation. 
The statement upon which these remarks 
are based does not warrant the conclu- 
sion that the bank clerk’s lot is harder 
than the average. Perhaps the contrary 
is true, and taking human employments 
the person who has to work in a bank 
is more fortunate than the average per- 
son. It would be a safe guess that the 
bank clerk is envied by the majority of 
people otherwise employed. 

Probably bank clerks and the average 
worker in other fields are overtaxing 
their strength and playing too hard at 
the game of getting ahead in the world. 
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Finaneial | 
Situation 


OLLOWING the invasion of Den- 

mark and Norway, Germany on 

May 10 invaded Luxembourg, The 
Netherlands and Belgium, thus bringing 
on the general military operations 
which have been held in suspense for 
some months. 

This latest and most serious develop- 
ment of the conflict has given rise to 
fresh apprehension throughout the 
world. One of its effects has been to 
tie up the large amount of funds belong- 
ing to Belgium and Holland now domi- 
ciled in the United States, and another 
a further fall in the British and French 
exchanges. 

That the German thrust constitutes a 
grave danger to the Allies is generally 
recognized, although it probably repre- 
sents the beginning of a long and bitter 
struggle rather than an immediate vic- 
tory for the invaders. 

One notable result of the German in- 


Abroad.. 


A Monthly Survey 


vasion of these three neutral countries 
has been an intensification of anti-Ger- 
man feeling in the United States and in 
many other countries that are still hop- 
ing to remain aloof from the conflict. 

Due to the war, which has either 
greatly reduced or closed altogether the 
customary avenues of trade with several 
of the European countries, a largely in- 
creased demand for American goods has 
arisen in the countries of Central and 
South America. While this demand is 
being met to a considerable extent, its 
complete fulfillment is hampered by 
lack of dollar exchange in most if not 
all of the Latin-American lands. Their 
exports to the United States are insuffi- 
cient to provide the required dollar 
funds, and—with a few exceptions—de- 
fault on outstanding debts to the United 
States prevents the acquirement of addi- 
tional credit. 

Much has been said, though with 
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little practical result, of the interdepend- 
ence that exists among the nations of 
the world. Now we are witnessing a 
striking illustration of this fact, but 
judging from past experience there ap- 
pears little probability that the lesson 
will be taken to heart. 

As the situation existed at the middle 
of May, it was useless to make a survey 
of financial and economic conditions in 
the leading nations. Not only do events 
change so rapidly as to upset these con- 
ditions, but from day to day one can 
hardly be sure that the nations them- 
selves will continue to exist as separate 
and independent entities. One by one 
they disappear — Austria, Czechoslo- 
vakia, Poland, Norway—with Luxem- 
bourg, Holland and Belgium menaced by 
a like fate. That France and England 
will also in the end take their place 
with the overrun countries no one who 
understands the spirit of these peoples 
can possibly believe, though it is quite 
within the range of probability that 
before the conflict ends they may be 
subject to extremely trying times. Should 
their existence be seriously menaced, a 
grave situation would arise for the 
United States of America, for while it 
is unlikely that Germany would ever 
make a direct attack on the United 
States, it is certain that, once England 
and France were compelled to submit, 
Germany would move into some of the 
South or Central American countries, 
and then the United States would be- 


come involved. 


As this is written, Japan, Russia and 
Italy are not taking part in the Euro- 
pean struggle, but the entrance of one 
or more of them into the fray, and at 
an early date, is by no means an im- 
possibility. In that event, might not 
practically all the nations of the world 
become mixed up in the conflict—the 
World War over again? 

The memory of that terrible conflict, 
so destructive of human life and of the 
means whereby people live, seems to 
have been lost sight of in the compara- 
tively short space of a quarter of a 
century. 

Whether the struggle shall reach that 
proportion or not, it is bound to leave 
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the world impoverished and embittered. 
From that harvest of death and destruc- 
tion there is now no escape. One can 
but await with patience and hope the 
return of a time when the peoples of 
the world will again see that their well- 
being derives from the peaceful and 
mutually helpful pursuit of trade and 
the exchange of ideas and forms of cul- 
ture, and that it is not advanced but 
hindered by the employment of force. 


_ 


GREAT BRITAIN 


The adage that it is unwise to change 
horses while crossing a stream did not 
prevent Great Britain from replacing 
Mr. Chamberlain with Mr. Churchill as 
Prime Minister. This change was due 
to the partial withdrawal of forces from 
the defense of Norway, added to which 
was the belief that Mr. Chamberlain was 
not pushing the war with sufficient 
vigor. Hardly less significant was the 
appointment of a new Chancellor of the 
Exchequer, to replace Sir John Simon, 
who becomes Lord Chancellor, and goes 
from the House of Commons to the 
House of Lords. 


The Budget 


Dealing with the deficit for the past 
fiscal year, The Economist does not look 


upon the figures as favorable. That 
they should be so regarded is due to 
the fact that the actual deficit of £767.7 
millions is £170.5 millions less than was 
expected by the Chancellor of the Ex- 
chequer at the time of the war budget 
last September. In point of fact, how- 
ever, it is only by an abuse of language 
that such a result can be called favor- 
able, for only £54 millions of the 
£17014 millions “improvement” is due 
to an excess of revenue over the esti- 
mates, while the remaining £116 mil- 
lions is due to the inadequate scale of 
spending. The Chancellor expected to 
spend £1,413 millions between Septem- 
ber 3, 1939, and March 31, 1940, and he 
has actually spent $1,297 millions. If 
we can assume that purely civil expen- 
diture has been running at approxi- 
mately the same level as last year, we 
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can say that the Chancellor expected to 
spend on the war (in the widest sense) 
about £1,030 millions in its first thirty 
weeks, and that he has succeeded in 
spending about £910 millions. In spite 
of the obvious need for all due economy, 
this 12 per cent lag in war expenditure 
behind the expectations is in no sense 
good news, especially when it is com- 
pared with the very heavy expenditure 
of the enemy. 


SOUTH AFRICA 


From the Monthly Trade Report issued 
by Barclays Bank (D. C. & O.), it is 
learned that for the financial year end- 
ing March 3lst last, the Finance Min- 
ister was able to announce a surplus 
instead of the deficit of £200,000 bud- 
geted for. But for the financial year 
1940-41 the Finance Minister estimates 
a deficit of £353,000, largely due to 
added outlays for defense. In referring 
to the surplus for the previous year, 
the Finance Minister said that the Gov- 
ernment had been assisted in its efforts 
to minimize the disturbing effects of the 
outbreak of war by the soundness of its 
own finances and the extremely strong 
position of the commercial banks and 
the Reserve Bank; he regarded the in- 
crease which had taken place in the 
Reserve Bank’s note issue and the higher 
advances of the commercial banks as an 
indication that the economic activity of 
the Union was well maintained. 


SWEDEN 


BEING close to the scene of Germany’s 
invasion of Denmark and Norway, 
Sweden is using all possible means of 
keeping out of war. The Index, issued 
by Svenska Handelsbanken, Stockholm, 
in a recent issue, takes this rather 
gloomy view of the world outlook: 


The economic and political pressure in 
the world—from which not least the neu- 
tral countries have to suffer—is being ex- 
erted on more and more total lines. Every- 


coercive Government measures are the rule, 
whilst ever-increasing efforts are being di- 
rected towards non-productive ends. There 
is comment, analysis and speculative dis- 
cussion galore, but one looks in vain for 
any sign of a break in the clouds. 


JAPAN IN CHINA 


Tuis forthright statement of how Japan 
looks at its relations to China is from 
a recent issue of The Oriental Econo- 
mist, Tokyo: 


Is there any other nation besides Japan 
which is capable of maintaining peace and 
order in the Far East? If new world orders 
are to be brought about regionally, there 
is no doubt that Japan is the only fit nation 
to take the lead in East Asia. What is 
noteworthy in this respect is that, in her 
efforts to dispose of the China affair, Japan 
is endeavoring to establish a tripartite re- 
lationship of mutual aid and co-ordination 
with Manchoukuo and China as the basis 
for a new order in this part of the world. 
Japan is planning to negotiate, on a footing 
of equality, with the new Central Govern- 
ment in China. As repeatedly stated by her 
Government, Japan will demand from China 
neither indemnity nor territory. This is 
more significant than it appears on the 
surface. It shows that Japan places herself 
on a footing of equality with her neighbor, 
contrary to what other countries seem to 
understand from her avowed aims and in- 
tentions. Granted that Japan nursed an 
ambition to make herself master of China, 
what country would and could stop her 
from translating her intentions into prac- 
tice? 


© 
SAVINGS BANK LIFE INSURANCE 


Too often, savings bank life insurance 
is represented as seeking to abolish the 
agency system of the life insurance com- 
panies. Such a result is neither prob- 
able nor desirable. Savings bank life 
insurance may supplement and test the 
efforts of that system. Certainly, it is 
not prepared to seek to replace it. Com- 
petition may be inevitable, and even 
beneficial, but it is possible for both 
systems to work together to promote 
systematic saving.—Clarence B. Plantz, 
Assistant Vice-President, New York Sav- 
ings Bank, New York City, in a recent 


where new retrenchments, restrictions and* address. 
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Current Conditions in Canada 


HE Bank of Montreal Business 

Summary for May 22 reports: 

“At the first session of the new 
Parliament, just opened, the Govern- 
ment gave assurance that the entire 
strength of the country will be exerted 
in behalf of the Allies against Germany. 
This implies an increase of war taxa- 
tion and it is probable that the Minister 
of Finance will present the budget at 
the earliest possible moment in order 
that business may adjust itself to new 
taxation conditions with a minimum of 
delay. 

“On the first day of the session there 
was tabled the report of the Royal Com- 
mission on Dominion-Provincial Rela- 
tions, the result of two and a half years 
of study, and in it far-reaching changes 
in the fields of government and taxation 
are recommended. It is proposed that 
the Dominion take over all provincial 
indebtedness, with an alternative provi- 
sion, to provide for the case of the 
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Province of Quebec, that the Dominion 
assume 40 per cent of the combined 
provincial and municipal debt service. 
This special provision is designed to 
allow for the fact that Quebec is the 
only province in which municipal debt 
substantially exceeds the provincial 
debt. This reflects the past delegation 
of greater responsibilities to the local 
governments. It is also proposed that 
the Dominion assume the whole cost of 
relief for employable unemployed per- 
sons. 

“The plan provides for the transfer 
from the provinces to the Dominion of 
the personal income tax, corporation 
and inheritance taxes, also for the dis- 
continuance of provincial subsidies, the 
Dominion undertaking to compensate 
the provinces by annual national adjust- 
ment grants, as may be required to 
maintain an adequate standard of pro- 
vincial services, plus emergency grants 
when and where needed. Such grants 
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would be determined by a permanent 
finance commission. Based upon 1939 
statistics, the net annual cost of these 
changes to the Dominion is estimated at 
a little over $46,000,000 and, on the 
1936-39 average, at approximately 
$40,000,000. It is suggested also that 
provinces be permitted to borrow in 
Canadian funds only. 

“Other proposals include: the hold- 
ing of regular Dominion-Provincial 
conferences; a general review of freight 
rates and the establishment of a trans- 
port planning commission; the institu- 
tion of an unemployment insurance sys- 
tem and a system of old-age pensions 
on a contributory basis. The report is 
to be the subject of a Dominion- 
Provincial conference before any at- 
tempt is made‘to give effect to its recom- 
mendations. 

“The extension of the war through 
the invasion of the Low Countries by 
Germany, together with a menacing 
situation in the Mediterranean and in 
the Balkan countries, is bound to have 
an adverse effect upon international 
trade, including the general export 
trade of this country. On the other 
hand, there promises to be sharply in- 
creased activity in all war industries on 
the North American continent as well 
as in Great Britain, and a rapid and 
substantial expansion of industrial op- 
erations in the United States is indi- 
cated in the defence expenditures sub- 
mitted to the United States Congress by 
President Roosevelt. These develop- 
ments are bound to have far-reaching 
effects in stimulating activity in many 
channels of trade in Canada.” 


—_— 


Monthly Commercial Letter 
The Canadian Bank of Commerce 


A combination of circumstances 
caused a fractional decline in their in- 
dex of activity for the month ending 
April 15, reports The Canadian Bank 
of Commerce in its May Monthly Com- 
mercial Letter. The letter explains: 

“Some large orders for crude and 
semi-finished materials were completed 
in March and have not yet fully been 
used by the secondary industries by 
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which they were required. A lull in 
forward buying of various merchandise 
was necessary owing to an accumulation 
of stocks in a backward spring with 
adverse effects on trade. A marked re- 
cession occurred in logging, not only 
because of seasonal conditions and the 
handicaps of unusually heavy snowfalls 
in Eastern Canada but, also, because of 
a decline in lumbering in British Co- 
jumbia consequent upon continued ship- 
ping difficulties. The unseasonable 
weather of the period under review in- 
terfered with construction work, which 
was projected on a larger scale than 
last year, contracts awarded in the first 
quarter of 1940 being 17 per cent higher 
in value than those of the like term of 
1939. A much greater increase was re- 
corded in April, the value of new con- 
tracts being about double that reported 
in the corresponding month of last year 
and raising the total for the elapsed part 
of 1940 by 46 per cent over the first 
four months of 1939. Numerous pro- 
jects of the Dominion Government have 
contributed to this increase, but the 
greatest gain is shown in industrial con- 
tracts of a private character, which are 
valued at $11,860,000, as compared 
with $3,290,000 in the January-April 
period of last year. A fairly important 
expansion in the national industrial 
system has therefore been undertaken. 

“Our index of industrial activity in 
terms of 1937 fell from 109 at mid- 
March to 108 at mid-April, when it 
was, however, 24 per cent higher than 
in April, 1939. Factory capacity util- 
ized in April was 85 per cent as com- 
pared with 86 per cent in March. 

“Among food industries meat-packing 
was more active but most cereals and 
processed foods had a smaller output. 
There was a general increase in textile 
activity, including men’s clothing and 
furnishings, footwear, cottons, silks, 
woolens and knitted goods, but not suffi- 
cient to alter our integer of 114. Saw 
and planing mills were more active, but 
the pulp and paper group as a whole 
showed mixed trends resulting in a 
slight decline. 

“The automotive trades were less ac- 
tive, and a slight recession is shown 
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in the iron and steel group, mainly ow- 
ing to a decline in primary iron and 
steel, castings, forgings and hardware; 
on the other hand, bridge and structural 
steel, boilers, tanks, engines and stoves 
had a larger output. Among miscel- 
laneous items, leather continued to de- 
cline. 

“The new agriculture season opens 
with weakness in some major markets 
for farm products, notably hogs. The 
hog market has weakened under the 
weight of a supply which has increased 
rapidly, until it now is about 50 per 
cent greater than last year and in excess 
of domestic requirements and of the 
quota for the United Kingdom, one not 
likely to be raised for some time even 
though the Danish source has - been 
closed to British importers. There are 
also uncertainties as to export trade in 
several commodities, surpluses of which 
hitherto have been disposed of overseas. 
(Wheat is an exception and is in greater 


demand than a year ago.) A iarge un- 
sold surplus of tobacco remains from 
the crop of 1939, although the producers 
have realized part of its value through 
advances under processing operations 
arranged by governmental authorities in 
conjunction with the growers’ associa- 
tion and the Canadian buyers. Similar 
conditions exist in regard to the apple 
districts of Nova Scotia, with heavy 
losses bearing upon both the growers 
and the Dominion Government, which 
aided in the strenuous efforts to store 
and process a large quantity of fruit un- 
saleable abroad. Other apple surpluses. 
notably in British Columbia, have been 
cleared more satisfactorily than seemed 
possible upon the outbreak of war. 
Cheese producers have suffered disap- 
pointment in a sharp break in prices. 
although a large and reasonably profit- 
able market is practically assured to 
those who can turn out a good quality 
product.” 


Canada’s Foreign Exchange Resources Problem 


By HuntLEy DruMMoND 


President, Bank of Montreal, Montreal, Canada 


(From The Toronto Stock Exchange Monthly Bulletin) 


HILE Canada’s war time exchange 
restrictions have been dictated by 
considerations which apply to all 

the belligerent powers alike, they are re- 
lated also to certain peculiar features 
of Canada’s international position which 
deserves special emphasis at this time. 
It is well known that in recent years 
Canada’s balance of payments on cur- 
rent account has yielded a_ surplus 
which has permitted a substantial re- 
patriation of external debt. It is per- 
haps less generally recognized that this 
surplus has been derived principally 
from trade with overseas countries, and 
particularly with the United Kingdom, 
while our transactions with the United 
States, excluding gold shipments, have 
regularly show a deficit. Adding up 
the estimates which are available for 
the years 1933 to 1937 inclusive, we 
find that Canada’s international current 
account, comprising merchandise. trade, 
tourist traffic, interest and dividend pay- 
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ments, and _ miscellaneous _ services. 
showed a net credit of $908 millions 
with all countries excluding the United 
States, while with the United States 
alone it showed a net deficit amounting 
to $698 millions. A large part of this 
deficit has been covered, however, by 
shipments of newly mined gold. 
Under conditions of peace this situa- 
tion has been satisfactory, and has 
simply represented the characteristic 
feature of normal and healthy interna- 
tional trade relations, in which credits 
with certain countries are offset against 
deficits with others. It has been Canada’s 
practice in effect to apply part of the 
proceeds of surplus exports to Europe 
and other continents in part payment 
for surplus imports from the United 
States, the transactions being cleared 
through the foreign exchange markets 
of London, New York and Canada. 
Today, however, the exchange contro! 
regulations of the allied powers have 
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rendered this triangular clearing pro- 
cess impossible for the duration of the 
war. For the time being, therefore, 
while Canada will unquestionably con- 
tinue to experience a favorable balance 
of payments on her trade outside the 
United States, she can no longer draw 
on this balance in the accustomed man- 
ner for purposes of payments across the 
American border. 

The prospective character of our war 
time transactions with the United States 
therefore assumes very special import- 
ance. On the one hand, outside sources 
of payment to the United States on 
which we have hitherto partly relied are 
no longer available to us. On the other 
hand the volume of our imports from 
the United States has already increased, 
and is likely to continue at a high level, 
partly because Canada’s economic war 
effort calls for very large supplies of 
American industrial materials and 
equipment, and partly because war time 
expansion of business activity will—if 
it is allowed to have this effect—stimu- 
late a wider demand for goods of the 
kind which we normally import for or- 
dinary civilian use and consumption. 


The problem of conserving our for- 
eign exchange resources must therefore 
be defined specifically as the problem 
on the one hand of increasing Canada’s 
receipts of U. S. dollars by all means 
at our disposal, and on the other of 
economizing our use of U. S. dollars as 
far as we possibly can, so that they may 
be used to pay for the larger quantities 
of indispensable American products 
which we will require for war purposes. 

During the first four months of the 
war, Canada’s imports from the United 
States, at $217 millions, were approxi- 
mately 50 per cent higher than during 
the same months of 1938. No doubt 
these figures reflect in part the abnor- 
mality of a transitional period. But 
principally they reflect the fact, as stated 
above, that Canada’s war effort involves 
the placing of orders for many Ameri- 
can raw materials and manufactured 
products in considerably greater volume 
than would be necessary in peace-time. 
In the circumstances we cannot simul- 
taneously afford many relative luxuries 
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which we have normally been accus- 
tomed to import from the United States, 
as our American business friends will 
no doubt be the first to admit; and we 
must at the same time make special ef- 
forts to increase our U. S. dollar re- 
sources in order to pay the larger bill 
for essential imports. 

Although the interests of certain 
American exporters to the Canadian 
market are involved, it must be remem- 
bered that the Canadian market in many 
cases represents only a fractional pro- 
portion of the total American domestic 
market, to which Canadian purchases 
diverted into other channels continue in- 
directly to contribute their stimulus. 
Taking a longer term view, it should be 
recognized that if voluntary individual 
action on a sufficient scale can prevent 
any need of additional war time con- 
trol and intervention in this field, the 
mutual interests of Canada and the 
United States will best be served both 
during the war and in the subsequent 
reconstruction of world trade. 
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Ir we refuse to seek better solutions 
of our problems it is obvious that 
we are headed toward some sort of 
autarchy, although the propagandists 
will probably have invented another 
name for it by the time that it is openly 
adopted in North America. But if we 
tackle these problems courageously and 
constructively, I firmly believe that the 
people of North America can create for 
all mankind a better world than any we 
have ever known. 

The decision that we make is of vital 
importance to bankers. If makes all 
the difference in the world whether the 
banker, as an individual is a leader in 
his community or a civil servant carry- 
ing out the orders of a governmental 
committee. Bankers today have a larger 
opportunity than ever before. Upon the 
attitude of the financial community, and 
their willingness to seek constructive 
solutions to the problems that confront 
us, depends in the last resort the future 
of capitalism and democracy.—Dr. Cyril 
F. James, Principal and Vice-Chancel- 
llor, McGill University, Montreal, Can- 


ada, in a recent address. 
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Bank Bonp INVESTMENT AND SECOND- 
ARY RESERVE MANAGEMENT. By Paul 
M. Atkins. Cambridge, Mass.: The 
Bankers Publishing Company. 1940. 
Pp. IX-406. $5. 


AN increasing amount of attention and 
discussion has been given in recent 
months to the bond portfolios of banks 
and to security analysis on the part of 
bankers, but practically nothing has 
been said or written on the question of 
how to determine what bonds the in- 
dividual bank needs to meet its own par- 
ticular requirements. Here, at last, is 
an answer to many of the questions in 
this field which have been plaguing 
bankers for years. 

This book is written around the idea 
that it is necessary for a bank to have 
sound policies and programs if it is to 
manage its secondary reserve and its in- 
vestment account successfully. Coupled 
directly and immediately with this basic 
concept is the thesis that, in order to 
accomplish this end, the first step for 
every banker to take is to study and 
analyze his own bank for the purpose 
of policy formation and administration 
in these fields. The author therefore 
outlines the steps to be taken not only 
to analyze bonds, but, what is much 
more important, to evaluate them. 
Analysis, he points out, is primarily 
a matter of gathering and organizing in- 
formation, a task that involves care and 
hard work, but relatively little judg- 
ment, while evaluation presupposes the 
use of judgment which only experience 
and intelligence in this field can pro- 
duce. 
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K 8 for 
BANKERS 


Brief Reviews 


The book is full of tested, practical 
methods for solving the problems with 
which bankers are daily confronted. |: 
is, for example, replete with forms and 
illustrations, and all of them have been 
so designed that they may be mimeo- 
graphed from stencils that any typist 
can cut, or be prepared on ordinary 
multi-column ruled paper. No banke: 
need incur the expense of printed forms. 
Another especially valuable feature is 
a chapter and an appendix setting forth 
the sources of economic, financial and 
business information which is needed in 
the administration of the secondary re- 
serve and of the investment account 


of a bank. 


Subjects discussed include: The 
Analysis of the Balance Sheet Position 
of a Bank, The Analysis of the Income 
Position of a Bank, The Analysis of the 
Past History of a Bank, The Evaluation 
of Securities, The Evaluation of U. S. 
Government Securities, The Evaluation 
of State and Local Government Secu- 
rities, The Evaluation of Railroad Se- 
curities, The Evaluation of Industrial 
Securities; Economic, Business and Po- 
litical Factors; Sources of Economic. 
Financial and Political Information: 
The Primary Reserves of a Bank, Sec- 
ondary Reserve Policies and Programs. 
Investment Account Policies and Pro- 
grams, The Purchase and Sale of Secu- 
rities, Periodic Reports on the Second- 
ary Reserve and Investment Account. 
Secondary Reserves and Investments: A 
Challenge to Bankers. An Analytical 
Tabulation of the Sources of Statistical 
and Other Data, etc. 
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Dr. Atkins is. well known as a con- 
sultant, economist, banker and author. 
His outstanding work in banking and 
his long experience with securities led 
to his being drafted in January, 1932, 
as Special Liquidator of Securities for 
the Comptroller of the Currency. In 
this position he organized and directed 
the sale of the securities owned by in- 
solvent national banks in all parts of 
the country, liquidating in the course of 
five years in excess of a quarter of a 
billion dollars of securities. After leav- 
ing this office, he joined with Daniel L. 
Grant to form the firm of Grant & At- 
kins, Inc., consultants on bank reserves 
and investments, and is at present execu- 
tive vice-president of that organization. 


‘ow To Write ADVERTISING THAT 
SELLs. By Clyde Bedell. New York: 
McGraw-Hill Book Company, Inc. 
1940. Pp. 524. $4. 


Tis comprehensive, practical manual 
discusses in detail the problems of the 
advertising copy writer, the tools with 
which he works, the elements of selling 
strategy, and the methods of applying 
them to produce effective ads. It gives 
special emphasis to the many rules, 
formulas, key points, etc., exemplified 
in successful advertisements, and builds 
up a complete method of approach for 
using these devices to put greatest sell- 
ing power into copy. 

Of especial interest and practical helo 
are the author’s list of thirty-one “sell- 
ing strategems,” the sixteen “touchstones 
of ad writing” to be applied before 
copy is released. and the “pre-check” 
and “after-check” of copy to determine 
its effectiveness. 


Chapters and sections are devoted to: 
The Magic of Words, Copy’s Point of 
View, Advertising Pre-evaluation Takes 
the Stage, Selling Stratagems, Touch- 
stones of Ad Writing, Kinds of Copy 
and Kinds of People, Making Mail- 
Order Copy Effective, How Firm a 
Foundation, Demonstration of Copy 
Writing, The Precheck and Aftercheck 
f Copy, The Ethics of Urging, Words 
—Just Willing Words. 


The author, now lecturing at North- 


Always a sound 
investment LEARNING 
ANOTHER LANGUAGE 


The Berlitz Method, starting with con- 
versation from your first lesson, gives 
you a working knowledge of your new 
language in the shortest possible time. 
You learn to speak, read and write like 
a native. 


Commercial courses for advanced stu- 
dents. Private or class instruction. Day 
or evening. Native teachers. Send for 
catalog. 


Free Demonstration Lesson 


BERLIT 


SCHOOL OF 
LANGUAGES 


Itimore Life Building 
orth Michigan Avenue 
Building 

-David Whitney Building 
226 S. 15th Street 
Grant Building 

1115 Connecticut Avenue 


DETROIT 
PHILADELPHIA .. 
PitTTsBURGH 
WASHINGTON 


ie 


western University School of Commerce, 
has been advertising manager of Mar- 
shall Field & Company, sales and mer- 
chandising counsel for James O. Me- 
Kinsey and Company and N. W. Ayer & 
Son, and director of sales and advertis- 
ing of Butler Brothers, in which con- 
nections he has evolved and tested the 
ideas and methods set forth in this book. 


Pus.ic ConTROL OF Business. Opinions 
of Harlan Fiske Stone, edited by Al- 
fred Lief. New York: Howell, Sos- 
kin & Co. 1940. Pp. XX-324. $3.50. 


Few men in public life have so pro- 
foundly influenced the relationship of 
business and modern law as Mr. Justice 
Stone, consequently this volume contain- 
ing his clear opinions on such basic 
problems as monopolies, labor relations, 
public utilities, and Federal and state 
regulation of private industry is of real 
interest. 


Edited by Alfred Lief, author of “The 


Dissenting Opinions of Mr. Justice 
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Holmes,” and of “Brandeis,” this book 
permeates every level of American life. 
It makes clear why, in the opinion of 
the distinguished jurist, the United 
States is “in one of the most critical 
periods of our history, when a major 
public problem is a choice of remedies 
for our economic ills.” 

Topics covered include: Competition 
and Monopoly, Employers Obligations 
to Labor, Minimum Wages, Company 
Unions, Social Security, Sit-Down 
Strikes, Regulation by the States, Price 
Limits, Discrimination Against Corpora- 
tions, Public Utility Rate-Making, State 
and Federal Conflict, Income from Fed- 
eral Securities, Income Tax, Copyrights, 
Evasion of Estate Taxes, Gold Pay- 
ments, The Obligation of the Bond, Ap- 


praising Legislative Action, etc. 


Economic ENGINEERINGC—THE MASTER 
Way. By Herman Van Polen. Bos- 


ton: Christopher Publishing House. 
1940. Pp. 55. $1.25. 
THE author outlines the operation of a 
“Master Way,” whereby all work and 
business would be divided between “‘one 
enormous nationally chartered corpora- 


tion,” and independent business. A 
“certain balance” between the two would 
be required, and that would be the work 
of the government—“of the one and 
only, the national government, since the 
state constitutions have been dropped” 
according to his plan. 


Wuo’s Wuo 1n InvestTMENT COUNSEL: 
1940. New York: Who’s Who in In- 
vestment Counsel, Inc. 1940. Pp. 
264. $10. 

THE first book of its kind to be pub- 
lished in the field, this is a biographical 
directory of leading members of the 
rapidly advancing investment counsel 
profession in the United States. Several 
hundred individuals or firms are listed, 
and no charge was accepted for inclu- 
sion. 

Some of the classifications contained 
in the book are data on establishment 
and history of firms; type of organiza- 
tion, capital, management; services ren- 
dered, fees charged; methods of re- 


search; other business activities of 
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counsellors; experience and qualifica- 
tions of firm principals; securities spe- 
cialized in; amounts of funds supervised 
and authorships or distinctions of in- 
dividuals listed. 

Although considerable time and re- 
search was required to assemble the in- 
formation contained in this directory, 
the facts summarized were checked dur- 
ing the present year to assure accuracy 
for current use. 


PRINCIPLES OF BANK INVESTMENT. Wil- 
liamsport, Pennsylvania: George P. 
Shotwell, Chairman, Bond Portfolio 
Committee, Pennsylvania Bankers As- 
sociation. 1940. Pp. 228. $2. 


Tuts book contains papers presented at 
the Conference on Bond Portfolios held 
at Philadelphia on January 18-19, and 
at Pittsburgh on January 25-26, 1940. 
The material deals with the principles 
of bank investment primarily from the 
practical standpoint of bank manage- 
ment, and contains many useful sugges- 
tions for bank officers and directors in 
managing their investment portfolios. 

Subjects discussed include: Basis of 
the Bank Investment Problem, The 
Money Market and Interest Rates, Prin- 
ciples Underlying Bank Investment, 
Operation of An Investment Program, 
The Records for a Bond Portfolio, 
Formulation of a Policy and Program 
for Bank Investment, Investment in Re- 
lation to Current Bank Operations, 
Present Bank Investments and Outlook, 
etc. 

Contributors include: Claude E. Ben- 
nett, George P. Shotwell, John S. Sin- 
clair, Arthur E. Braun, Laurence R. 
Lunden. F. Cyril James, Montford Jones, 
Frank P. Bennett, Jr., Roland Grover, 
E. Sherman Adams, O. P. Decker, Har- 


rison M. Thomas, and C. A. Sienkiewicz. 


THe Wacner Act. By John H. Mariano. 
New York: Hastings House. 1940. 
Pp. 229. $2.50. 

WRriTTEN by an active labor relations 

counsellor, daily. engaged in handling 

trade disputes, this book brings an in- 
telligent and helpful analysis and evalu- 
ation of the Wagner Act by means of 
concrete cases representing Labor Board 
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rulings and decisions by our highest 
courts. 

Phases of the labor problem covered 
include: Objections to Wagner Act, 
Criticisms Against Labor Board, Criti- 
cism of Results, Collective Bargaining, 
Limitations of Collective Bargaining, 
Revising the Wagner Act, The “Busch” 
Labor Injunction, Secondary Boycotts, 
Labor Injunction Restrictions, Friend or 
“oe—Labor versus the Judiciary, and 
Labor as a Political Party. 

Dr. Mariano is a former university 
instructor in social sciences, but more 
recently has been engaged directly in 
labor problems, having acted as Secre- 
tary to the Board of Arbitration in the 
susch labor dispute and later as referee 
appointed by the Supreme Court to con- 
duct the Busch elections. His detailed 
srasp of judicial and social principles, 
combined with his actual experience has 
resulted in an informative and balanced 
book. 


REMINISCENCES OF A ScoTcH LADDIE. 
By James P. Gardner. Boston: Bruce 
Humphries, Inc. 1940. Pp. 134. $2.00. 


FORTUNATE are those boys whose child- 
hood was passed, as was that of the au- 
thor, in a land of beauty and romance 
and with people whose qualities shine 
aloft like man’s primal duties. 

For Mr. Gardner was born and grew 
up in that part of Scotland famed in 
song and story, among the hills of Eil- 
don and of Cheviot and by the waters 
of the Tweed and Teviot. His early life 
was such as to develop habits of indus- 
try and self-reliance—a fitting prepara- 
tive for his long banking career. Mr. 
Gardner recounts his boyhood experi- 
ences with gusto, presents numerous 
witty anecdotes, and all together presents 
a charming story. When he entered 
banking in New York, his father pre- 
dicted that he would not stay a month, 
but he kept at it for forty-seven years. 

Only a very short chapter is devoted 
to the author’s banking career, but the 
hook has sound instruction, especially 
for the younger men who are preparing 
for bank work. 

The volume is illustrated with some 
of the beautiful scenery and _ historic 
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places adjacent to the writer’s boyhood 
life. It is pleasant reading. 


AMERICAN WHITE Paper. By Joseph 
Alsop and Robert Kintner. New York: 
Simon and Schuster. 1940. Pp. 109. 
$1. 


Two well-known Washington corre- 
spondents tell the story of American 
foreign policy from the Munich Agree- 
ment to the Second World War, setting 
down in black and white actual discus- 
sions between the President and his fel- 
low policy-makers, conferences with 
legislative leaders, what the cables and 
phone calls from Europe reported, what 
hopes and fears, what opinions and be- 
liefs moved the President and his closest 
advisers. They end their story by lay- 
ing down three broad alternatives that 
may confront us: (1) suppose the allies 
win, (2) suppose the war ends in a 
stalemate, (3) suppose the Germans 
have victory within their grasp. By 
applying the lessons of their study, they 
show where the basic principles of 
American foreign policy are likely to 


lead. 


Economic WarFarE. By Paul Einzig. 


New York: Macmillan Company. 
1940. Pp. 151. $1.90. 


Basep on Dr. Einzig’s “Economic Prob- 
lems of the Next War,” published in 
1939, the material in this book has been 
thoroughly revised in the light of the 
present war. Several chapters have been 
almost completely rewritten, and two 
new ones added. Problems examined 
include: production, distribution, con- 
sumption, foreign trade, and monetary 
and foreign exchange policy as they 
have developed since the outbreak of 
war. 

Chapters include: What Is Economic 
Warfare?. Lessons of the Last War, 
How the Lessons of the Last War Apply 
to This War, War and Productive Ca- 
pacity, War and Consumption, War and 
Foreign Trade. Budgetary Problems of 
War, War and Monetary Policy, War 
and Foreign Exchange, Offensive Eco- 
nomic Warfare, German War Economy, 
French War Economy, Italy’s Economic 
Problems, War Economy of the Soviet 
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Union, War Economy of the United 
States, Japanese War Economy, and a 
conclusion: Why Britain Will Win. 


A Price-LeveL Recutator. By Carroll 
M. Salls. Boston: Christopher Pub- 
lishing House. 1940. Pp. 32. $1. 


THE author believes that the nation is 
ready for “anti-flation,’ which means 
opposition to both inflation and defla- 
tion by application of economic forces 
positive enough to control the price-level, 
yet flexible enough to encourage the 
profit motive on ever-rising levels of 
productivity at ever increasing wage 
rates in terms of consumers’ goods. So- 
cial dividends created by national eco- 
nomic forces and paid directly to con- 
sumers ever sixty years of age would 
expand the internal markets of the na- 
tion when the price-level has a down- 
ward tendency. On the other hand, 
when the price-level rises too much, a 
mobile surtax progressively applied to 
lower income brackets would check 
speculation and prevent excessive rise 
in the cost of living. 


—_ 


BOOKLETS 


ImmepDIATE ApsustMENTs IN Estate PLans, 
Trusts, AND Lire INsurANCE. New York: 
Prentice-Hall, Inc. 1940. Pp. 20. $1. 


As explained in the introduction: “Because 
of recent decisions and rulings every trust, 
the creator of which is now alive, must be 
reviewed and the beneficiary clause of every 
existing life insurance policy must be recon- 
sidered. This is true whether or not the 
primary purpose in creating such trust or 
purchasing such policies was to save taxes. 
The trust instruments and insurance policies 
must be studied in the light of the recent 
developments to: (a) avoid unnecessary 
taxes; (b) avoid ineffective, expensive ‘tax 
saving’ plans: and (c) reduce present taxes. 
This report analyzes these new developments 
and the dangers which may exist because of 
them.” 


Aw Iwrropuction To Corporate AccountT- 
1NG Sranparps. By W. A. Paton and 
A. C. Littleton. Chicago: American 
Accounting Association. 1940. Pp. 156. 
$1. 


BeGinnine with the brief and _ tentative 
“Statement of Accounting Principles Under- 
lying Corporate Financial Statements” pre- 
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sented in 1936, the authors have elaborated 
and expanded the basic concepts believed to 
be essential to a sound fundamental struc- 
ture of corporate accounting. In the pres- 
ent volume they present an enlarged state- 
ment of the standards themselves, a lucid 
exposition of the compelling reasons for the 
adoption of standards, and for the selection 
of the particular standards recommended, 
and a generous amount of material indicat- 
ing the application of the standards in 
practice. 


Tue CanaptaAn Dotiar anp Caprrat Move- 
mENTs. By Courtland Elliott. New York: 
A. E. Ames & Co., Inc. Pp. 18. 


Tuts booklet, which contains a condensation 
of an address by Courtland Elliott, who has 
been economist for A. E. Ames & Co. for 
many years, does not deal with internal 
economic or financial conditions but rather 
with some aspects of the Canadian inter- 
national financial position which are of 
equally vital significance to American in- 
vestors. In the author’s opinion: 


“In spite of the current discount on the 
Canadian dollar, Canada enters the war 
years in a relatively strong external finan- 
cial position. Substantial surpluses on cur- 
rent international account should continue 
and as a result of using these current sur- 
pluses for the reduction of debt measurable 
advance should be made towards the day 
when Canada will be a creditor nation on 
international account.” 


Tue Annvat Report to Emptoyes. New 
York: Policyholders Service Bureau, 
Metropolitan Life Insurance Company. 
1940. Pp. 52. 


Tus report shows the varied and ingenious 
ways that financial statements are being 
represented and interpreted in employe re- 
ports to make them understandable to those 
unversed in accounting terms. It describes 
and illustrates the different methods of 
presentation employed, the media through 
which the report is transmitted, subject 
matter, physical. make-up, and_ related 
topics. The objectives of this type of activ- 
ity and the results that may be expected by 
management are also discussed. 


SarecuarpING Ovr Crivit Lisertres. By 
Robert E. Cushman. New York: Public 
Affairs Committee, Inc. 1940. Pp. 31. 
10 cents. 


Written by a well known authority on con- 
stitutional law, this pamphlet endeavors to 
answer such questions as: “What are the 
chief threats to our civil liberties today?” 
“How does the situation differ from that of 
19172” “What safeguards -are provided by 
the Bill of Rights?” “How are you con- 
cerned?” etc. 
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Personal Loan Delinqueney 
Yardsticks 


By W. Harvey Ky e 
Manager, Personal Loan and Finance Departments, The Cleveland Trust Company, 
Cleveland, Ohio 


HE success of instalment loans and 
instalment credit is based entirely 
on prompt monthly payments. 

This means that a highly mechanized 
system of collection is essential in order 
to minimize delinquencies. It does not 
give the borrower or purchaser a 
chance to “fall behind.” 

Experience has shown that the only 
accurate yardstick for determining po- 
tential losses and for determining the 
condition of instalment receivables is 
the per item percentage of delinquency 
as of original terms. The dollars and 
cents past due can mean nothing, since 
one or two payments represents only a 


fraction of the original amount and in 
no way does it give the true picture as 
to potential losses. By per item, I mean 
that on any account which is past due 
under any classification in my depart- 
ment, we consider the loan as being 
past due and not just the deposit or 


instalment. In this way you can accu- 
rately determine what percentage of all 
the loans is in a past due condition. 

In the Cleveland Trust Company we 
break down the delinquencies into four 
stages: 5 to 14 days; 15 to 29 days; 
30 to 50 days; 60 days and over. 

Five to 14 day items past due are not 
serious from the standpoint of potential 
loss. One reason we keep tab on ac- 
counts in this stage of delinquency is 
to know whether our automatic follow- 
up is functioning properly. Moreover, 
the number of 5 to 14 day accounts is 
very important from the standpoint of 
keeping your finger on the pulse of a 
slow trend locally. 

Fifteen to 29 day past dues are signi- 
ficant, again not from the standpoint 
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of potential losses, but as a barometer 
for the efficiency of our unit men. (A 
unit man has supervision over a specific 
block of loans.) Between the 12th and 
14th day, the account is normally trans- 
ferred from automatic follow-up into 
the hands of a unit man and his first 
function is to carefully examine the 
folder in order to get the background 
and pertinent data relative to the cus- 
tomer. He may follow-up by phone, 
by letter or immediately assign the 
account to an- outside adjuster. By 
knowing the number of 15 to 29 day 
accounts, we have a further gauge on 
the pulling power of our automatic fol- 
low-up, as well as a check on the effi- 
ciency of our unit people. 


Thirty Days and Over 


Thirty days and over past dues have 
a potential loss significance. If the first 
two stages of delinquency are con- 
trolled, the job of cleaning up the 30 
day and over past due items is nominal 
and if they are held to a proper per- 
centage, a normal loss condition exists. 

Safe percentages and dangerous per- 
centages are highly subject to individual 
situations, but it may be said that 5 to 
14 day delinquencies are reasonably 
safe if held from 5 to 6 per cent; 15 
to 29 days—3 to 4 per cent; over 30 
days—1% to 2 per cent. 

These percentages are conditioned on 
original terms and an extension, from 
a statistical standpoint, must be shown 
as a past due item.—From a recent ad- 
dress before the Florida Bankers Asso- 
ciation convention. 
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Factors Governing the Money 
Market 


By Marcus NADLER 
Professor of Finance, New York University, and Research Director, Institute of 
International Finance 


QZ IELDS on high-grade bonds in 
recent years have reached a rate 
practically unprecedented in his- 

tory. This applies both to short and 

long-term obligations. 

Although low money rates have pre- 
vailed for a considerable period of 
time, there are still many misconcep- 
tions as to the causes for this situation. 
Thus, it is still believed that the deficit 
of the Government has contributed to 
the huge excess reserve balances, al- 
though this is not the case. 

Similarly, the notion is still prevalent 
that the large volume of interbank de- 
posits has pyramided excess reserve bal- 
ances and that elimination of the 
former would bring about a reduction 
in the volume of the latter. Not only is 
the first contention incorrect, but the 
elimination of interbank deposits, while 
leaving total reserve balances un- 
changed would actually bring an in- 
crease in the volume of excess reserves. 

Equally baseless is the fear on the 
part of many banks that because their 
deposits are now exceedingly large they 
may be called upon to meet heavy with- 
drawals. While it cannot be denied that 
individual banks may lose deposits, a 
study of the money market would reveal 
the circumstances that could bring about 
a decline in the volume of deposits for 
the banking system as a whole. Under 
present conditions, no large reduction 
of deposits is likely to take place unless 
for some unknown reason the banks 
should decide to liquidate a large por- 
tion of their high-grade bond portfolios. 


Why Money Rates Are Low 


Why are money rates low? The 
yields on high-grade bonds are low for 


very definite reasons. Briefly stated, 
these are the large supply of money as 
evidenced by the huge excess reserve 
balances, and the large amounts of cash 
in the hands of such institutional in- 
vestors as insurance companies and sav- 
ings banks. In contrast to the huge 
supply of funds, the demand for short 
as well as long-term credit and capital 
is very limited. The most important 
factor in the supply of credit is the 
huge inflow of gold. From the end of 
January, 1934 up to the 30th of March, 
1940, the monetary stock of gold of the 
United States increased by $14,397,- 
905,320. From this should be deducted 
the gold increment resulting from the 
devaluation of the dollar, which has not 
as yet entered the credit stream. Hence, 
the remainder of the gold created a 
corresponding amount of deposits and 


‘In addition to the European 
situation which may affect 
psychologically the high-grade 
bond market, there are a number 
of domestic political and eco- 
nomic factors which may tem- 
porarily influence the prices of 
high-grade bonds. As long, how- 
ever, as the fundamentals of the 
money market reflecting demand 
and supply of short as well as 
long-term capital are unchanged, 
a material change in money 
rates is not likely,’’ states Dr. 
Nadler in the accompanying por- 
tion of his recent address at the 
Cleveland Bond Portfolio Con- 
ference. 
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of reserve balances. As long as this 
gold remains in the country, excess re- 
serve balances are bound to be large 
unless Congress increases the powers of 
the Board of Governors of the Federal 
Reserve System in order to enable it to 
raise reserve requirements to any de- 
sired limit. 

The deficit of the Government in it- 
self did not contribute to the low money 
rates. In fact, were it not for the inflow 
of gold, in all probability the huge 
deficit of the Government would have 
caused an increase in money rates. In 
so far, however, as the deficit of the 
Government was financed through the 
sale of Government obligations to banks, 
this created new deposits. 

The inflow of gold plus the invest- 
ments by banks in Government securi- 
ties are primarily responsible for the 
huge volume of deposits. As long as 
deposits remain as large as they are at 
present, a material increase in borrow- 
ing, particularly on the part of the 
larger corporations, is not likely. 


Limited Demand for Credit 


The demand for funds during the 
similar period, January, 1934 to the end 
of March, 1940, has remained limited. 
The volume of commercial loans since 
the end of 1934 has shown only a mod- 
erate increase, and the volume of new 
securities offered in the open market 
was substantially smaller than in previ- 


ous years. The large supply of funds 
seeking investments and the limited de- 
mand for credit and capital are prim- 
arily responsible for the low money 
rates, and as long.as these factors con- 
tinue, a material change in money rates 
or in the yields of high-grade bonds not 
affected by credit risks cannot be fore- 
seen. 

In addition to the fundamentals of 
the money market reflecting demand 
and supply, the prices of high-grade 
bonds have been influenced by psycholo- 
gical factors. This, for example, was 
the case at the outbreak of the war in 
September, 1939, when prices of all 
high-grade bonds decreased sharply and 
their yields increased. This was due to 
the fact that many large investors he- 
lieved that the present war will have the 
same effect on money rates in the United 
States as did the last war. Once, how- 
ever, it became evident that the war in 
Europe could not create a material de- 
mand for funds in this country, high- 
grade bonds regained their losses. 

In addition to the European situation 
which may affect psychologically the 
high-grade bond market, there are a 
number of domestic political and eco- 
nomic factors which may temporarily 
influence prices of high-grade bonds. As 
long, however, as the fundamentals of 
the money market reflecting demand and 
supply of short as well as long-term 
capital are unchanged, a_ material 
change in money rates is not likely. 
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* Everything to My Wife” 


By Russevt J. HoLDEN 
issistant Trust Officer, The First National Bank and Trust Co. of Bridgeport, Conn, 


(Reprinted, with permission, from Trusts and Estates magazine) 


¢¢UGVERYTHING to my wife.” These 

“, four words in a will can cause 

and have caused more distress 

nd unnecessary suffering than is gen- 
rally realized. 

In almost every instance I heartily 
endorse the attitude of the man who feels 
his wife should receive the full benefit 
of his estate. The method of applying 
the estate to the wife’s benefit is the 
point at issue. The wife may receive 
the estate either as a gift outright, or 
hy a trust plan which assures her of the 
comforts which her husband has worked 
so hard to provide during his lifetime. 
lt is the husband’s problem to determine 
which method it shall be. 

It is the opinion of trust officers to 
whom I have talked that over half and 
nearer seventy-five per cent of widows 
who have been left everything need 
help. Is it not better to include among 
those protected the ones who might not 
need it, if by so doing the hardships of 
readjustment and the burdens of exist- 
ence are lightened for only one family 
which does need the advice and counsel 
of the trust officer? 

So, if I were talking to a prospective 
customer I might say to him: 

“You have worked hard to acquire 
the comforts you provide for your 
family. Imagine yourself looking 
across from the great unknown to which 
we all must some day adjourn. You see 
your wife, your children. You have left 
them behind with all your worldly 
goods; what are they doing? Are they 
over-spending because you delayed 
affording them the guidance they would 
find in a trust officer? Are they 
struggling with investment problems 
about which they know little? Have 


falls and disappointments? 


the vultures begun to circle over their 
heads? 

“Let your imagination go further. 
You have done what you thought they 
would prefer, but now as you see them, 
are they happy? Are they glad you 
left them all the worries, struggles, pit- 
‘Are they 
equal to the burden? You hesitate to 
answer. You remember that once be- 
fore you hesitated about making your 
will. You put off too long creating in 
your will a trust that would avoid many 
of the difficulties you now see confront- 
ing those you love. If you could only 
go back and do it over again perhaps 
it would be a different story. 

“There you have the picture. 
do something about it.” 


Now 


RUSSELL J. HOLDEN 
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Suggested Procedure in 
BANK CHARTER DENIALS 


By THe ATTORNEY GENERAL’s COMMITTEE ON ADMINISTRATIVE 
PROCEDURE 
Department of Justice, Washington, D. C. 


HERE the application to organize 

a national bank is denied, the 

applicants are briefly notified to 
this effect. No grounds for disapproval 
are stated. Officials in the Comptrol- 
ler’s Office justify this practice on the 
ground that in many cases it is imprac- 
ticable to accompany the notice of dis- 
approval with a statement of the 
grounds on which it rests. The Comp- 
troller’s Office may, for example, be- 
lieve that the presence of a certain in- 
dividual on the proposed board of di- 
rectors is undesirable, but some or all 
of the information supporting _ this 
belief may be of a confidential nature; 


again, the ground for disapproval may 
be lack of need for additional banking 
facilities—a conclusion which may be 
reached almost intuitively by one fully 
conversant with the problem, but which 


is difficult of precise formulation. Yet 
it is asserted that applicants are in fact 
able to learn the reasons for disap- 
proval, and are thus enabled to obviate 
the objectionable features of the organ- 
ization plan, through the opportunities 
freely granted them for conference 
either at the district office* or in Wash- 


*The value of an opportunity to confer 
with a District Chief National Bank Exam- 
iner appears to be commensurate with the 
status of that official. Since his recom- 
mendation concerning the action to be taken 
on an application to organize a national 
bank carries considerable weight with his 
superiors in Washington, he is usuallv in a 
position to state authoritativelv, even if only 
orally, the grounds voon which the applica- 
tion was disapproved. Frequently, persons 
desiring to organize a national bank consult 
with the District Chief prior to the filing of 
a formal application, so that vossible 
grounds for disapproval are obviated at the 
outset or the hopelessness of making an 
application becomes evident. 
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ington. In addition, it is said, uncer- 
tainty occasioned by the Comptroller’s 
silence concerning the grounds {or 
denial may be relieved if the unsuccess- 
ful applicants are sufficiently insistent; 
for applicants who persist in the belief 
that they are entitled to obtain approval 
are referred to the Chief National Bank 
Examiner for the district, who is in- 
structed to consider anew the facts and 
arguments which may be submitted to 
him and to report to Washington his 
further opinion. Examination of the 
files discloses that further consideration 
has frequently occurred upon _ the 
prompting of disappointed applicants. 
In some instances, particularly when the 
need for additional’ banking facilities 
was the question in issue, a second field 
examination has been made. In at 
least one case, after disapproval of an 
application which from the beginning 
had been recognized as presenting a 
close question, the applicants sought 
and obtained a reconsideration which 
resulted in approval, concurred in by 
the Federal Deposit Insurance Corpora- 
tion and the Federal Reserve Agent. 
But while reference of unsuccessful ap- 
plicants to the district chief may be an 
effective method of securing adminis- 
trative reconsideration of cases in which 
the causes of unfavorable action are 
readily inferable, it does not serve to 
give information to applicants who are 
ignorant of the grounds of rejection. As 
to them the opportunity to present 
further evidence may be a hollow one, 
for they may be unable to isolate the 
issue or issues concerning which they 
have thus far failed to bear success- 
fully the burden of persuasion. 
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Present Procedure Dangers 


Still, even if it be true that in most 
cases unsuccessful applicants discover 
or are able to discover informally the 
reasons for disapproval, there are dan- 
cers inherent in the present procedure. 
The application files evidence the 
thoroughness of the field investigations. 
\evertheless, since much of the infor- 
mation is derived from sources other 

ian, and unknown to, the applicants, 


e possibility of conclusions based. 


3 
{ 
upon local gossip and prejudice is al- 
\ays present. There are, to be sure, 
certain safeguards against the unwar- 
ranted disapproval of applications: (1) 
the investigations are made ‘by men 
trained in securing reliable information 
this precise type; (2) the recom- 
iendations of the FDIC and the Fed- 
al Reserve Banks afford corrobora- 
tive evidence; and (3) the fact that the 
application may be renewed and will 
receive further consideration offers hope 
of relief from initial error. More is 
desirable. With these safeguards against 
possibly mistaken decisions should go 
yet a fourth, namely, the opportunity to 
rebut or otherwise counter-balance the 
evidence upon which unfavorable action 
has been taken. It is no doubt true that 
in most cases the factors above enum- 
erated afford a test of the information 
secured ex parte. Even so, the risk of 
unwarranted conclusions based upon ex 
parte testimony is not wholly dissipated, 
as to a very large extent it could be if 
the applicants were fully on notice of 
the objections they had to overcome in 
order to secure a favorable decision. 
Perhaps the most convenient, as well as 
an effective way, of insuring that ap- 
plicants will understand the reasons for 
adverse action is to furnish to them, 
completely as a matter of course, a full 
and precise statement of the grounds for 
disapproval. Not only would a state- 
ment of that character serve as an in- 
dication of the evidence needed to in- 
duce a changed judgment; more it 
might in some cases suggest the possi- 
bility that the applicants could eliminate 
the objectionable features of their 
plans. In any event, there is much to 
he said for formulating the considera- 
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tions which have shaped the exercise of 
a broad discretion; if the reasons for 
decision must be stated, there is at least 
to some degree a safeguard against in- 
consistency or favoritism. 


Formal Hearing Not Essential 


It is not now suggested that the 
Comptroller should disclose to the 
applicants all of the material adverse ' 
to them, including the names of in- 
formants. Whatever may be the general 
view concerning reliance upon informa- 
tion supplied by persons unwilling to 
be identified, it is probably necessary 
to recognize that in supervising the 
banking business the public interest is 
served by securing frank and complete 
information from those who would be 
reluctant to speak if their identity were 
disclosed. In this instance, the pro- 
tections customarily available in the 
form of cross-examination or of direct 
rebuttal must be replaced by the safe- 
guards of careful checking by experi- 
enced investigators and of corrobora- 
tive investigations by the Federal Re- 
serve Banks and the FDIC. Nor is it 
proposed that the Comptroller must, in 
passing upon applications to organize 
banks, go through the motions of a 


The accompanying article is a 
portion of the recent report on 
‘‘Federal Control of Banking,’’ 
made to the Attorney General’s 
Committee on Administrative 
Procedure by the Committee’s 
staff. While the report reflects 
the view of the staff, its publica- 
tion indicates neither approval 
nor disapproval by the Com- 
mittee of opinions stated. 

Members of the Committee 
are: Dean Acheson, Chairman; 
Francis Biddle, Ralph F. Fuchs, 
Lloyd K. Garrison, D. Law- 
rence Groner, Henry M. Hart, 
Tr., Carl McFarland, James W. 
Morris, Harry Shulman, E. 
Blythe Stason and Arthur T. 
Vanderbilt. Walter Gellhorn is 
the director. 
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Reconstruction 
Finance Corporation 
Loans to the 
Railroads 


By 
HERBERT SPERO 


Department of Economics 
College of the City of New York 


‘THs book is a study of Recon- 

struction Finance Corporation 
financing of near-bankrupt rail- 
roads in the depression years 1932- 
1937. It deals with the funda- 
mental difficulties of the nation’s 
railroad system and of the weaker 
carriers in particular. It empha- 
sizes the various purposes for 
which the Reconstruction Finance 
Corporation was created and the 
diverse uses to which the corpora- 
tion’s funds were put. 

It provides a detailed analysis 
of the basic financial ills of the 
St. Louis-San Francisco, the Chi- 
cago and Eastern Illinois, the New 
York, New Haven and Hartford, 
the Missouri Pacific, the Chicago, 
Milwaukee, St. Paul and Pacific, 
the Denver and Rio Grande West- 
ern, and the Chicago and North 
Western. The analysis is amply 
supported by statistical data. The 
policy of the Interstate Commerce 
Commission in approving Recon- 
struction Finance Corporation aid 
to these lines is then studied. 

The author’s conclusion is sig- 
nificant for its statement of the 
new relationship of the Govern- 
ment to debtor roads and for its 
criticism of governmental policy. 

Bankers Publishing Co., 


| 465 Main Street, Cambridge, Mass. 1 


| Please send me on approval a copy ot | 
“RFC Loans to the Railroads” by Herbert 
. At the end of 5 days I will either 

remit $3.50 or return the book. 


formal hearing. Particularly inthis 
field of banking, where the matters to 
be decided rest not only on objective 
data, but also (and more importantly, 
perhaps) upon the experienced judg- 
ment of the Comptroller’s ranking sub- 
ordinates, a record made at a public 
hearing would have little practical 
value as a basis for subsequent review. 
And the investigative technique now in 
use is probably superior to the device 
of formal hearings as a method of ob- 
taining necessary information, preliin- 
inary to decision. So long as opportu- 
nities for informal conference are freely 
given, and so long as machinery for 
securing reconsideration is provided, 
the restrictions of a formal hearing are 


not necessary to assure that applicants 
will be fairly heard. 


Minimum Requirement 


But if these concessions to the reali- 
ties of banking regulation be made, the 
importance of the minimum require- 
ment—that applicants be notified of the 
nature of the reasoning by which the 
adverse decision was reached—beconies 
all the more apparent. No practical 
difficulty of consequence, it is submitted, 
precludes observance of that require- 
ment. For if, as has been suggested 
above, such imponderables as the “con- 
venience and needs of the community” 
are usually capable of uniform de- 
cision by the various agencies con- 
cerned with the regulation of banking, 
it ought not to be an insuperable task 
to formulate—and to formulate with 
reasonable particularity—the considera- 
tions which were controlling. That 
such a practice is feasible would appear 
to be amply demonstrated by the fact 
that the FDIC customarily informs 
applicants of its reasons for denying 
applications for admission to insurance. 


© 


No one questions the desirability of 
taxation for the support of the essential 
functions of government, but taxes that 
bear so heavily on any group that pro- 
ductive effort ceases to be worth while 
and the industrial machine slows down 
are inherently uneconomic.—The Guar- 
anty Survey. 
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To Preserve National Solvency 


By OrvaL W. Apams 


Executive Vice-President, Utah State 


‘JHE well being and destiny of 130 
million people centers in the 
preservation and perpetuation of 

national solvency. It is important that 

we select a few fundamentals upon 
which to rebuild. Here they are, stated 
briefly: 

(1) Reéstablish the abandoned con- 
trol of the budget under an official 
whose term of office shall be for ten 
years, and who shall be authorized to 
check all requisitions from any and all 
sources for moneys to be paid out of 
the public treasury, confining all such 
disbursements to those _ specifically 
authorized and approved by Congress, 
and in such amounts, in such manner, 
and for such purposes as Congress has 
specifically stipulated. 

(2) Strip all Federal agencies irre- 
spective of name or description, of the 
power to create obligations for any pur- 
pose or under any circumstances, except 
by direct Congressional sanction. 

(3) Call upon Congress to function 
as the one exclusive authority to con- 
tract public indebtedness—the only one 
authorized to determine what money is 
needed to meet the current expenses of 
Government and to anticipate future 
obligations; to be* the only borrowing 
or bonding Federal agency, as pre- 
scribed by the Constitution. 

(4) Change the bookkeeping system 
of the United States and all its sub- 
divisions so that it will be complete, 
intelligible, honest; so that it will re- 
veal, and not conceal, our actual finan- 
cial condition. 

(5) Make Government withdraw 
from the competitive field against its 
own taxpaying citizens; to continue to 
regulate and supervise, justly and con- 
structively, but not to participate in the 
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National Bank, Salt Lake City, Utah 


manifold affairs and transactions of 
business. 

(6) Restore to the states their once 
proud position as independent common- 
wealths, supporting their own enter- 
prises, providing for their own worthy 
ones in need, and remaining safely 
within their own income. 

(7) Create a tax conscious electorate. 
Not until the self-reliant army of 
America’s best citizens—those earning 
$5,000 per year and less and holding 
voting control—are taxed to meet the 
expenses of a spendthrift Government, 
will the survival of our free country be 
assured. 

(8) Take and keep all relief out of 
politics. 

The eight points mentioned are 
simple fundamentals of a sound, sol- 
vent, democratic representative govern- 
ment.—From an address at the Missouri 
Bankers Association convention. 


ORVAL W. ADAMS 
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Applying Cost Figures to 
Existing Trusts 


By N. V. Rippner 
Assistant Trust Officer, The Cleveland Trust Company, Cleveland, Ohio 


OR many years trust officers have 

realized that trust fees were in- 

adequate on a good portion of 
their accounts, and in many cases 
actually less than the bare cost of the 
service rendered. Attempts had been 
made to correct this situation but they 
were of a spasmodic character and little 
was accomplished. The reason for the 
ineffectiveness of the attempts was 
attributable mainly to the fact that they 
did not know their costs or did not 
have enough confidence in the cost 
figures to convince either themselves or 
their customers. 

In our case at The Cleveland Trust 
Company, the first step was to get a 
sound cost basis. Our Assistant Comp- 
troller Charles Gable and his group 
gave us one which is not only sound 
but extremely simple in its application. 
Then a rather formal looking study was 


‘*We have accomplished a lot 
in our trust department during 
the last year but have only 
scratched the surface, and the 
experience and confidence which 
our trust men have acquired so 
far is going to result, I am sure, 
in greater achievements in the 
future. The hardest part of in- 
creasing fees is the start—the 
rest takes care of itself,’’ states 
Mr. Rippner in the accompany- 
ing portion of his recent address 
before the trust division of the 
Ohio Bankers Association. 


presented to each officer, containing the 
cost studies on different trusts, each 
trust representing a special type. \Ve 
followed this preliminary study with 
further studies of problem accounts of 
each officer and finally convinced them 
that we really knew our costs. 


*‘Selling’’ the Officers 


The next step was to convince the 
officers of the fairness of these costs as 
applied to the operations of other trust 
departments. This we did by securing 
cost studies of other banks and applying 
our yardstick. The results were favor- 
able and impressive. This information 
was passed on to the officers through a 
bulletin, which had been inaugurated in 
conjunction with our general fee cam- 
paign. 

Justification of our cost figures was a 
minor job compared with the job of 
getting some of our officers to use the 
cost figures to increase fees. The off- 
cers were convinced that fees ought to 
be raised in certain instances but there 
was a natural hesitancy at the begin- 
ning. As we got into the cases, this 
hesitancy diminished and now it is prac- 
tically non-existent. I think we were 
all surprised by the reception we re- 
ceived from our customers. We found 
them to be more than fair and I might 
say here, that in our entire campaign, 
which has been in effect for over a year, 
we have lost no trust business, and as 
far as I know, no good will. 

Anyone actually engaged in a broad 
program, such as ours, will soon find 
that every account and every approach 
must be different. 
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Public Reception Favorable 

We have accomplished a lot in our 
department during the last year but 
have only scratched the surface and the 
experience and confidence which our 
trust men have acquired so far is going 
to result, I am sure, in greater achieve- 
ments in the future. The hardest part 
of increasing fees is the start—the rest 
takes care of itself. I have been saving 
for the last a letter which we received 
from an attorney for one of our trust 
customers, following some correspond- 
cnce with regard to increasing our com- 
pensation. It sounds like paid adver- 
\ising, but believe me, it was unsolicited. 
We are going to have it framed and 
used as a source of inspiration to our 
officers when they have their moments 
of doubt: 


“T return herewith copy of your letter, 
directed to Mrs. , to which 
she has appended her signature approv- 


ing the suggestion to increase the 
trustee’s fee. 

“I have had occasion, as Mrs. 

counsel and particularly’ in 
the administration of the 
Estate, to correspond with your institu- 
tion anent the trust in question, and 
hence am familiar with it. 

“The results achieved by your insti- 
tution in the administration of this trust, 
particularly in the last ten years, are 
worthy of commendation. It is mani- 
fest that the bank has ever been con- 
cerned with the interest of the bene- 
ficiary and with fidelity. I think it fair, 
particularly so when criticism of finan- 
cial institutions had been so rife, to 
commend the bank for its excellent 
service. The increased trustee’s fee is 
little enough compensation for the mul- 
titudinous duties imposed upon the 
trustee. 

“Finally, Mrs. has asked 
that I convey to you her sincere appre- 
ciation.” 


May we send you a copy— 


How to Obtain 
Bank Costs 


By E. S. Woo.L.Ley 


“We started an analysis of our bank 
(which we had been wanting to do for 
some time) and after discussing it with 
some of my associates we felt that your 
formula is the best that we have been 
able to procure and because of the sim- | 
plicity and the fullness with which all of 
the details were covered we decided to 
follow the outline given in your book.” 


L. W. BISHOP, Comptroller, 
State-Planters Bank & Trust Co., 
Richmond, Va. 


Price 


$5.00 


Bankers Publishing Company 
465 Main St., Cambridge, Mass. 
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SURVEY 


Condensations from Magazines, Reviews, 


Reports, Bulletins, Radio Discussions, 


Advisory Services, Newspapers, etc. 


THE EFFECT OF WAR ON PERSONAL LOAN BUSINESS 
A Survey 


QUESTION of vital interest to 

many bankers today is: “If the 

United States gets into the war, 
what will be the effect on bank personal 
loan business?” 

The possible necessity of taking vari- 
ous steps has occurred to bankers en- 
gaged in this business—for example: a 
restriction of loans to men within mili- 
tary age limits; a similar restriction as 
to co-signers; the necessity of readjust- 
ing existing loan payments to conform 
to the reduced income of men in the 
service; etc. 

In an effort to learn the experience 
of our neighbors to the north since the 
outbreak of war, THE BANKERS MacGa- 
ZINE has queried a number of Canadian 
banks operating personal loan depart- 
ments or extending similar service. 

Very little difficulty seems to have 
been encountered by these banks to date. 
In practically no instance has it been 
found necessary to lay down hard-and- 
fast rules as to age limits, readjustment 
of payments, or other matters—the 
usual policy of considering each case 
individually continues in practice. A 
typical reply comes from one Canadian 
bank which, while it does not make a 
special feature of personal loans, has 
for years extended this type’ of credit 
to responsible persons. This bank 
writes: 

“In view of the fact that it has always 
been our custom to exercise a good deal 
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of care in making personal loans, we 
have not considered it necessary or ad- 
visable to establish any hard-and-fast 
regulations in regard to accommodation 
extended to men who are engaged in 
military service or others who might 
later enlist.” 

Another bank which does not operate 
a separate personal loan departmeit, 
but nevertheless does extend small loan 
service, writes: 

“I can say quite definitely that no 
difficulties have arisen as a result of 
personal loans made to men who have 
since enlisted. This may be due to the 
fact that a large proportion of those 
now in the army are single men who 
normally would not have loans with the 
bank.” 

These typical replies, and others re- 
ceived, indicate clearly that the selec- 
tivity generally exercised by both 
Canadian and American banks in mak- 
ing personal loans lessens both risk and 
necessity of rigid regulation. Contrasted 
with this experience is that of one 
Canadian personal loan company which 
has found it advisable to refuse loans 
to single men who are within age limits 
making them subject to call for military 
service or eligible for voluntary enlist- 
ment. They are also carefully consid- 
ering loan applications from young 
married men, taking into special ac- 
count the type of occupation, and ask- 
ing for co-signers in doubtful cases. 
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Single men, of course, are being refused 
as co-signers by this company. 

Of considerable interest in connec- 
tion with possible American experience 
is an analysis made by Kenton R. 
Cravens, vice-president of The Cleve- 
land Trust Company, shortly after the 
outbreak of war in Europe. Mr. Cravens 
carefully checked the personal loan 
portfolio of his bank, and reported, in 
a recent address: 

“T found that of all of our borrowers 
between the ages of 21 and 31, only 
7 per cent were borrowers on a single 
name basis, and this 7 per cent had 
outstanding balances of indebtedness of 


less than 2 per cent of our total per- 
sonal loans outstanding. About 8 per 
cent of all of our co-maker borrowers 
were between the ages of 21 and 31, but 
we did not feel the volume sufficiently 
important to analyze the ages of their 
co-makers. Undoubtedly a large per- 
centage of these would have had co- 
makers over 31. Less than 5 per cent 
of all of our borrowers with automobile 
and collateral loans were between the 
ages of 2] and 31. You can see, there- 
fore, that in the event of our entrance 
into the war (heaven forbid) our per- 
sonal loan portfolio would not be 
greatly affected.” 


THE “FOURTH BRANCH” OF GOVERNMENT 


Fortune Magazine 


(Commenting editorially upon the prob- 
lem of increased central government power, 
Fortune magazine for May explains. that 
the various commissions and agencies al- 
ready comprise a “fourth branch of gov- 
ernment” which is not defined in the Con- 
stitution, and asserts that “there is good 
evidence that a misuse of the new concen- 
tration of power in Washington is one of 
the major factors holding back recovery.” 
A portion of this editorial follows): 


HE ICC may be necessary, yet it 

is possibly no coincidence that the 

railroad industry, which has been 
“regulated” longest of all the major in- 
dustries, is one of the least enterprising 
in the land. 

The FCC may be necessary, yet its 
recent action with regard to television 
may have unduly interfered with the de- 
velopment of a new industry. The SEC, 
also, may be necessary, yet it has un- 
questionably added to the demoraliza- 
tion of the capital market. 

Though the Reconstruction Finance 
Corporation is not a commission, it 
must be listed as a member of the fourth 
branch. In its conduct of its affairs it 
is admittedly not typical, yet in the vast 
power at its disposal it is illustrative 
of the dangers inherent in this govern- 
mental form. 

For in setting up this unit of the 
fourth branch, the citizens have exposed 
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themselves to the following abuses. The 
wrong man at the head of the RFC could 
use his power: (a) to help friends in 
difficulty; (b) to gain control of a com- 
pany by placing his own men in it; 
(c) to keep a defunct company operat- 
ing so as to keep his proteges in jobs; 
(d) to gain local favor, or power, for 
political purposes; (e) to throw Gov- 
ernment business in the direction of the 
borrower; (f) to profit, whether through 
outright graft or through foreknowledge 
of the effects of a loan. 

Now it happens that in Jesse Jones, 
who has run the RFC since 1933, the 
American people have found the perfect 
man to resist these temptations. Yet 
Jesse Jones is not immortal—and few of 
his kind are born in any one genera- 
tion. And the fact that the people have 
to be thankful to him is itself evidence 
of the dangers they are running in vest- 
ing such power in his hands. 

For this institution constitutes a per- 
fect illustration of the fact that the dele- 
gation of discretionary power by Con- 
gress is an act dangerous to the exist- 
ence of a democracy. And the problem 
of checking and balancing such power, 
along the lines originally laid out for 
our libertarian government, is one that 
must occupy the attention of all intelli- 
gent people until it is solved. 
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The danger is that we shall put so 
much power into the hands of govern- 
ment as to damage the principles of 
American liberty upon which private 
enterprise is founded. There is, indeed, 
good evidence that we have already 
done so, and that a misuse of the new 
concentration of power in Washington 
is one of the major factors holding back 
recovery. 

There has been established what the 
President’s Committee on Administra- 
tive Management has called a fourth 
branch of government. This fourth 
branch is not defined in the Constitu- 
tion, and its limits are therefore vague 
and uncertain. It has no titular head. 
It derives its powers from the legisla- 
tive and executive branches, yet it is not 
continuously controlled by them. Its 
members in most cases cannot be dis- 
missed for any cause except “ineff- 
ciency,” “neglect of duty,” or “malfeas- 
ance in office.” 


The new, fourth branch of our gov- 
ernment, in short, is composed of a 
number of semi-independent agencies 
only remotely responsible to Congress, 
each having discretionary power within 
the limits of the legislation defining its 
sphere. The Federal courts, of course, 
are empowered to interpret those limits 
—and Congress can always change 
them. 

But institutions frequently tend to go 
their own way in the face of popular 


inertia, and the judicial and legislative 
controls over the fourth branch are thus 
apt to be loose. 

Thus, even if one grants that the 
theory underlying the fourth branch is 
sound, it is necessary to consider 
whether it has not been abused. It is 
necessary to consider whether it has not 
resulted in an undue extension of gov- 
ernmental power into every enterprise 
in the land. 

For, as a whole, the fourth branch 
proceeds by scrambling democratic pro- 
cesses that the people have hitherto kept 
jealously separated. The resulting con- 
centration of power would have filled 
the founding fathers with horror. 

One way of checking and balancing 
this power is to follow Jesse Jones’ own 
prescription: that “RFC should be per- 
manent, but on a temporary basis.” In 
other words, RFC and other agencies 
of the fourth branch should be periodiv- 
ally brought up for revision, as some of 
them now are. 

Another control is publicity. It may 
be said that a democracy flourishes to 
the extent that this control is used, in 
any branch of government. Public 
opinion is, after all, the greatest guar- 
antor of liberty that has been invented. 


(Note: Starting an examination of vari- 
ous aspects of the problem of increasing 
government power, Fortune magazine car- 
ries in its May issue, the article “The House 
of Jesse”—a study of the Reconstruction 
Finance Corporation.) 


SHORTER HOURS, SATURDAY SERVICE PREFERRED 


The Union and New Haven Trust Company, New Haven, Conn. 


OLLED ‘as to their preference, in 
the event that shorter banking hours 
become necessary as a result of the 
Wage-Hour Law, customers of The 
Union and New Haven Trust Company 
are divided—45 per cent for omitting 
Saturday morning service altogether, 
and 55 per cent for retaining Saturday 
service with shorter hours during the 
remainder of the week. 
Among the majority voting in favor 
of shorter banking hours Monday to 
Friday inclusive, while retaining Sat- 
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urday service, a large number went out 
of their way to express the feeling that 
it would be a great inconvenience to 
local business if banks should omit Sat- 
urday morning service. Among the 
three possible choices voted on, how- 
ever, Saturday morning closing led by 
a considerable margin. . 


Responses from over one-quarter of 
those polled in the April issue of the 
bank’s monthly publication, The Jour- 
nal, were as follows: 
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Open at 9 A. M. and 
close at 3 P. M.,, 
Monday to Friday 
inclusive, but omit 
Saturday morning 
service altogether .. 

Open at 9:30 A. M. 
and close at 2:30 
P. M., with Satur- 
day morning service 
as usual 

Open at 9 A. M. and 
close at 2 P. M., with 
Saturday morning 
service as usual 

Seattering suggestions, 
mainly for shorter 
hours Monday _ to 
Friday inclusive .... 

Total votes received .. 


546 or 45 per cent 


445 or 37 per cent 


180 or 15 per cent 


31 or 3 per cent 
1202 


In commenting on the responses, 
E. M. Gaillard, vice-president of the 


bank, says: “Of course, our.,primary 
aim is to provide satisfactory service 
for our customers, but judging from the 
large percentage of replies received, the 
public is fully aware of the problem 
created by the Wage-Hour Law and is 
reconciled to any reasonable adjust- 
ments that may have to be made. At 
the present time, of course, The Trust 
Company has no plans for changing its 
hours of service to the public. Should 
this be necessary, the matter will doubt- 
less be considered in codperation with 
the other member banks of the New 
Haven Clearing House Association. As 
to the possibility of omitting Saturday 
morning service, no such change would 
be possible here in Connecticut without 
an act of the State Legislature amend- 
ing the banking laws.” 


CURE YOUR OWN TRUST LOSSES 


By Rosert E. MacDoucaLL 
Assistant Trust Officer, Provident Trust Company of Philadelphia 


(Reprinted, with permission, from an article in Trusts and Estates Magazine) 


HILE this may not seem to be 
an opportune time for increas- 
ing fees because of decreased 
estates and incomes, practically all of 
the trust institutions attempting it have 


had most satisfactory results. Fortu- 
nately for us, the public has been almost 
universally willing to approve higher 
commissions for trust services—when 
approached in the right way. Most 
people of means are careful in their 
expenditures and pay no more than they 
feel they must to secure the service they 
want. 

Experience has shown, however, that 
nearly everyone will be found willing 
to pay higher fees if we but convince 
them that our services are worth what 
we ask. 

The adjustments advocated are appli- 
cable only to agency and_ trustee 
accounts and the attempt should be 
made only where it is possible for the 
trustee to obtain the unanimous consent 
of all beneficiaries affected. 

Where an arrangement is so in- 
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formal as an agency relation, can 
it be tenably said that a trust institution 
is breaking its contract if it requires an 
increase in compensation when unfore- 
seen costs have arisen since the fees 
were originally fixed? The customer is 
not forced to pay—his alternative is to 
close the account. Experience in 
handling many of such situations has 
shown that practically no one has sug- 
gested that there is any impropriety in 
requiring higher fees. The important 
point is to be able to show the cus- 
tomer in convincing fashion what has 
occurred to trust department costs in 
relation to his account. 

On one thing you can depend, and 
that is the fundamental fairness of the 
public with respect to paying for what 
it gets. As a matter of fact, a request 
for higher fees is often confidence-creat- 
ing. It means that the trust institution 
by such a policy has chosen not to lower 
its standards of service in the face of 
higher costs. 

Where a 


definite understanding 
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as to fees has been reached, the trust 
institution is bound to serve even 
though the trust account can be admin- 
istered only at a loss. It would be a 
suicidal policy to attempt to “wiggle 
out” of a bad bargain. Not only would 
such a policy be ethically wrong, but 
from a legal standpoint the trust insti- 
tution would find itself defeated, not to 
speak of the harm to its reputation that 
would result from justly irate and dis- 
illusioned beneficiaries. 


Yet, the problem can often be suc- 
cessfully met without violation of any 
ethical or legal obligation. When the 
subject is first broached to the settlors 
or beneficiaries, it is all-important to 
emphasize that the trust institution has 
every intention of fully living up to the 
fee contract previously made, but that 
since the understanding was reached, 
many unforeseen expenses have arisen. 
Further, that they have reached a point 
where the account is being administered 
at a yearly loss to the trust department 
and that a reasonable increase in fees 
is desired if all of the beneficiaries are 
willing to approve. And further—if 
there is the slightest objection, the re- 
quest will be immediately withdrawn 
and the account administered to the 
very best ability of the institution. 
While one might think a majority of 
trust customers would say “no,” expe- 
rience has shown the contrary to be 
true. 

Those who have instituted such re- 
views find that many small agency 
accounts can and should be closed out 
and that the larger ones can and should 
be converted into deeds of trust with 
advantages both to the customer and 
to the trust institution. Often a review 
of the account will indicate operating 
economies that can be effected. For 
example, monthly statements can often 
be reduced to a quarterly or a semi- 
annual basis and even distributions 
made less frequently. 

One very important source of revenue 
has been largely overlooked by trust 
institutions, and that is proper reim- 
bursement for the time its executives 
are required to give to going-business. 
Often these businesses produce no divi- 
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dends by means of which the trust de- 
partment can be compensated, yet the 
corporations require managerial ability 
of a high degree. Often the trust de- 
partment can properly charge the busi- 
ness for the time trust executives give 
in their capacities as officers or directors 
of such corporations. 

A prerequisite to any plan to increase 
fees is accurate cost analysis. Nothing 
is so reassuring to trust officers as fairly 
accurate knowledge that the fees they 
must quote are fair to the public and 
necessary to the continuance of good 
trust service. In the absence of cost 
analysis, trust departments would do 
well to adopt as a minimum the 
schedules recently approved by the 
Trust Division of the American Bank- 
ers Association. Even without a cost 
analysis as a basis, it will be found 
worthwhile to bring fees on existing 
accounts level with the fees currently 
charged in any given community. 

In spite of the apparently favorable 
results certain companies have obtained 
by the use of letters announcing in- 
creases in trust fees, it is not recom- 
mended that this method be used, except 
where personal interviews are imprac- 
ticable. It is extremely difficult to esti- 
mate what other business may be lost to 
the institution because the increase in 
fees is not properly broached and any 
expressed objections sympathetically— 
and immediately—-met. 

If the plan is to be operated under 
the most favorable circumstances, the 
trust institutions in any one locality 
should study the problem and agree 
upon a simultaneous effort. Nothing 
wipes out the opportunity to secure ade- 
quate compensation more than sense- 
less competition on the basis of fees 
rather than of service. Let us assume 
the worst—that it is not possible to 
agree upon a community schedule of 
fees. Does that justify any one of the 
trust departments taking business at a 
loss? In the long run such a policy is 
suicidal. 

How long will we continue to quote 
on a present-day basis for services to 
be rendered 30, 40 and 50 years hence? 
Our product is service, and our varying 
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cost factors are office space, salaries, 
supplies, interest rates, character of the 
estates, beneficiaries, legislation, com- 
petition, etc. To meet this situation 
many institutions are today requiring 
that there shall be included in the in- 


struments under which they act the fol- 
lowing clause: 


For services under this agreement (or 
will), the bank’s compensation shall be in 


accordance with the Schedule of Fees 
adopted by the . . . Fiduciary Association 
and currently in force from time to time. 


The writer believes the day is coming 
when trust men will abandon the un- 
sound practice of quoting definite fees 
for services to be rendered in the unpre- 
dictable future. When you stop to think 
about it, what other business follows 
such a blind policy? 


THE BUSINESS OUTLOOK 


The Cleveland Trust Company, Cleveland, Ohio 


HERE are some indications that an 

upturn in business activity may now 

be in the making. The decline that 
got under way last December has con- 
tinued during the first four months of 
this year, but the rate of decrease was 
much slowed down in April. In recent 
weeks there have been some increases 
in new orders for several classes of in- 
dustrial goods. Still more important is 
the fact that on the first of May there 


were three more blast furnaces produc- 
ing pig iron than there had been one 


month earlier. This is the first increase 
since November. In the first quarter 
of this year thirty-nine furnaces went 
out of production. 

These are hopeful indications, but 
they are not as yet conclusive. Rail- 
road car loadings of miscellaneous 
freight, which mostly consist of manu- 
factured goods have continued to de- 
cline, and the index after adjustments 
for typical seasonal changes, reached its 
lowest figures for this year in the last 
week of April. Nevertheless, no impor- 
tant decreases in the volume of indus- 
trial production are now being re- 
corded, and in some important lines, 
such as the automotive industries, out- 
puts are holding up exceptionally well. 

It now seems wholly probable that 
increased orders for both aircraft and 
land vehicles will be placed in this 
country. These prospects indicate that 
our already over-speeded machine tool 
industry will be called upon for still 
greater expansions. 
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Sinister developments in the Euro- 
pean war operate to make most manu- 
facturing firms follow policies of main- 
taining the inventories of goods and 
supplies which they hurriedly built up 
last autumn when hostilities began. 
They fear price advances and while 
some of these have developed since the 
war became more active, and others are 
in prospect, they have not as yet become 
either numerous or serious. The pres: 
ent situation is that business activity is 
moving sideways at about the levels 
reached last autumn, and signs indicate 
that an upturn may be developing. 


© 
PERSONAL LOAN DEPARTMENTS 


No accurate figures are yet available, 
but it is believed today that there are 
approximaiely 2,000 banks in the United 
States with separate personal loan de- 
partments exclusive of FHA credit, and 
some estimates through individual polls 
tend to show that there are a total of 
10,000 commercial banks engaged in 
some form of consumer credit. Quite 
recently it was determined that in Ohio 
at least 263 banks are engaged in con- 
sumer credit, and in Iowa 356 reported 
that they were engaged in small loan 
lending in various ways, although in 
both states the number of separate de- 
partments is doubtless relatively small. 
—W. Harvey Kyle, Manager, Personal 
Loan and Finance Departments, The 
Cleveland Trust Company, Cleveland, 
Ohio. 
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VIEWS 


Recent Speeches Given Before National 


Regional or State Groups — Digested 


or Excerpted for Your Convenience .. . 


CONSUMER CREDIT BUSINESS DEVELOPMENT 


By Wituiam B. HALy 
Manager, Monthly Payment Loan Department, The Detroit Bank, Detroit, Mich. 


F you have determined to establish a 
personal loan department, you must 
also determine to have referred to 

it a sufficient amount of business to 
warrant its operation. You should lay 
out your program for business develop- 
ment along the lines that are most pro- 
ductive and yet fit in with the general 
policies of your institution. Your first 
effort should be made to sell it to your 
own officers and employes. You will 
find within your group a number of in- 
dividuals who still believe that the ex- 
istence of a personal loan department 
reflects to the discredit of the bank. This 
is a natural tendency. For many years 
bankers have looked down on retail in- 
stallment financing despite the fact that 
they have constantly provided the funds 
on a wholesale basis for finance com- 
panies. Then, too, we are usually dubi- 
ous about any operation with which we 
are not compietely familiar. It is much 
easier to say “no” than to find out how 
to do something new. The operations 
of your department must be so con- 
ducted that those of your organization 
who are inclined to doubt the wisdom 
of the enterprise may have no justifica- 
tion for their thoughts. The most lucra- 
tive and most readily available source 
of business are your own depositors. 
The interest in the department must be 
reflected to your depositors by all of the 
employes, since each employe has his 


own circle of customers who will follow 
his guidance. 

Our business development has _in- 
cluded a limited amount of advertising. 
We have used placards describing our 
services and placed them in branches 
and the main office. We have prepared 
a series of pamphlets. These pamphlets 
have been distributed through commer- 
cial statements, to our savings customers 
at the teller’s window, and to savings 
customers by direct mail. The person- 
nel departments of utilities and other 
large industries have been contacted 
both by personal calls and by letters. 
Pamphlets have been distributed to 
teachers, firemen and policemen and our 
“Preferred Risk” program, that is, 
single signature loans without endorse- 
ment, was designed as a special plan to 
fit their needs. We have conducted a 
limited amount of newspaper advertis- 
ing with an ad in the classified section 
under “Money to Loan” and as we have 
provided new programs, such as “Pre- 
ferred Risk” loans, we have made proper 
announcement of it. At the present 
time we are listed in the classified sec- 
tion of the telephone directory and 
from this source we believe business is 
obtainable. 

In an effort to increase our automo- 
bile loans, we have codperated with in- 
surance agents, agencies, and companies 
in an advertising program in which in- 
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troduction cards, envelope containers, 
and other advertising media were dis- 
tributed. 

It lias been necessary to design sev- 
eral special loan programs to meet 
particular needs. Included in this pro- 
gram are loans for medical or hospital 
purposes which are arranged through a 
finance company to whom the doctors 
of Wayne County may refer their 
patients. This company sorts the wheat 
from the chaff and submits to us a com- 
plete application with co-makers if the 
loan is not qualified as a preferred risk. 
The use of this agency has shown very 
satisfactory results and has eliminated 
a number of the dangers usually inher- 
ent in financing medical services. We 
also finance funeral expenses for some 


undertakers, although, in general, we 
have found that this business is not too 
desirable, mainly because of the human 
tendency of relatives to codperate until 
the deceased is buried and then to 
squabble as to the division of the prop- 
erty regardless of how little value is 
represented. We accept for discount, 
conditional sales contracts covering the 
sale of furniture from established deal- 
ers, this without recourse to the dealer 
after we have satisfied ourselves as to 
the credit responsibility of the pur- 
chaser. There are a number of other 
programs that we have offered, many of 
which have been productive of a satis- 
factory volume, but time will not per- 
mit covering them.—From an address 
before the Auditors and Comptrollers of 
Western Michigan. 


HOME BUILDING ENCOURAGEMENT BY THE BANK 


By WILLIAM ParRKER STRAW 
President, Amoskeag Savings Bank, Manchester, New Hampshire 


N interviewing prospective customers 


about to build, we became impressed 
with how little they knew of con- 
struction both as to quality and conven- 
ience, and we thought that one definite 
service we could render them would 


be the advice of an architect. We there- 
fore arranged for an extensively adver- 
tised free architectural service, which 
has been a great help to our bank in 
obtaining loans, and has given to the 
loans greater stability because of greater 
satisfaction to the mortgagor. We have 
many plans which we furnish without 
charge, innumerable photographs and 
booklets, and a set of miniature de- 
mountable houses which give any pros- 
pective customer a clear idea of what 
his house wiil look like, inside and out; 
together with the appearance and cost 
of additions and improvements which 
may be made from time to time, such as 
porches, bay windows, garages, and so 
on. Our architect alters any plans to 
suit the prospective borrowers’ ideas, 
draws up proper specifications and 
makes the necessary number of inspec- 
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tions as houses are being built, to in- 
sure that they are constructed in accord- 
ance with specifications. We also give 
to every prospective mortgagor a little 
booklet telling him what not to do and 
what to guard against in selecting his 
lot and planning for his house. 

We have also, for those who care to 
avail themselves of it, a plan of term 
life insurance which must be taken out, 
if taken at all, at the time the mortgage 
is placed. The cost to the assured at 
the age of 30 is only 60 cents per $1,000 
per month, and our suggestion is that 
he take out insurance for, say, one-half 
the amount of the loan which, in case of 
his death, would amply protect his es- 
tate against demand for further pay- 
ments upon the mortgage for some time 
to come, and so relieve his wife from 
worry about the loan, and lift from her 
shoulders a great burden of anxiety at 
a very critical period in life. 

For instance, if we determine the 
value of a property to be $3,000, we 
might lend 66 2/3 per cent on it, or 
$2.400. If the mortgagor insured for 
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one-half this amount, or $1,200, and 
died immediately, he would leave only 
a $1,200 loan upon property worth 
$3,600. If the mortgagor had lived five 
years, amortization upon a_ 15-year 
basis, would have reduced the loan to 
$1,800 from $2,400, which would mean 
we would have only $600 in the prop- 
erty worth $3,600. Certainly a satisfac- 
tory investment and one that would not 
call for further amortization for some 


time to come. Indeed, a portion of the 
insurance well might be used to pay 
taxes and insurance under certain con- 
ditions. If-the mortgagor decides to 


take the insurance, he selects his own 
company, and we pay the first year’s 
premium in advance, adding it to the 
principal of the loan, so that by the end 
of the year we are reimbursed.—From 
an address before the National Associa- 
tion of Mutual Savings Banks. 


PRIVATE VS. GOVERNMENT CREDIT 


By W. Larrp Dean 
President, Merchants National Bank, Topeka, Kansas 


USINESS men too often, in search 

of low rates and unusual terms, 

have encouraged Government op- 
eration in the credit field, apparently 
failing to recognize the danger to their 
own business, but I believe we will have 
increasing support in our efforts to cur- 
tail such activities in our field, as all 
citizens begin to discern what should 
have been apparent long ago, that there 
is something insidious about Govern- 
ment lending that finally results in Gov- 
ernment: direction. Incident to such 
loans now are requirements to comply 
with Federal regulations as to wages 
and hours of labor, agreements to per- 
mit Federal inspection and examination, 
requirements to operate as directed by 
some political employe and other agree- 
ments bringing closer and closer the 
complete regimentation of operation 
under political authority. 

Officialdom no longer pretends that 
credits are based on the sound require- 
ments of business and agriculture, but 
boldly asserts. its superior managerial 
talent and points the finger of scorn at 
all private operation. We are faced 
with the most convincing evidence of 
the ultimate purpose of our Federal ad- 
ministration in the program of the Sec- 
retary of Agriculture to take over opera- 
tion of all lending agencies extending 
credit to our farmers. The Federal Land 
Bank System has maintained its inde- 
pendence and served the farmers ably 
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and economically. Its capital has been 
largely supplied without Governmeni 
guarantee, yet the proposal now would 
take the entire management of these in- 
stitutions from the able men -at their 
head and make the whole system a too! 
in the hands of the Secretary to foste: 
and promote his theory of regimenta- 
tion of agriculture. Our farmers must 
be made to recognize the inherent dan- 
ger in Federal operation of their credit 
institutions. 

We bankers have long viewed with 
alarm the encroachment of Government 
in the field of lending but we have had 
little sympathy from the beneficiaries 
of such credit, or from the average citi- 
zen in our community. It has been our 
worry and our problem to solve, but it 
seems to me that the extensive growth 
of such activities has at last awakened 
the average citizen to the danger to 
him, and we can now enlist both busi- 
ness man and farmer in the very worth- 
while crusade to stop all unnecessary 
operations in the credit field, and to 
liquidate the costly experiments that 
have been a thorn in our side and which 
constitute such a menace to our whole 
American system. 

We have fought encroachment of 
Government in the banking field since 
the institution of the Postal Savings sys- 
tem, but no one else was much inter- 
ested. I am informed that there is to 
be presented by the Senator from New 
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York, in the’Seriate of the Uiited States,”' 


a proposal for the Government to sell 
life insurance annuities through the 
Post Offices in order to eliminate the 
costly agency plan of distribution. By 
a few strokes of the pen the Honorable 
Senator from New York will enlist for 
our cause every life insurance agent in 
America, and it seems to me that takes 
in everybody. 

What seemed to others to be the bank- 
ers’ problem has in its logical develop- 
ment become the very vital problem of 
all American citizens. All of us have 
carried our difficulties blindly to the 
politician for settlement, forgetting in 
our confusion the inevitable conse- 
quences of such action. Macaulay, in 
his essay in the Edinburgh Review in 
1827, described the ruling class in Eng- 
land as “that class which is ignorant 
of its own interests and considerate of 
nothing else.” Perhaps that best de- 
scribes the class of business leadership 
in America during the early 1930's. The 
organization of agencies of Government, 
for the entirely proper purpose of sus- 
taining the credit structure of our 
country, encouraged the thought that 
cheap money from the public purse 


would always be a good idea. Perhaps 
we are all aware now that the private 
credit system in this country has been 
seriously undermined and with it the 
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whole American system of economy. 


’am optimist endugh to believes’however, “' 
that it can still be saved if we will be 
intelligently aware of our own interests 
and considerate of the welfare of all. 

Our experience, costly and difficult 
as it has been, must have taught anyone 
who will think that present policies 
retard rather than speed recovery, 
aggravate rather than alleviate our 
economic difficulties, and endanger 
rather than protect our freedom. Thirty 
or forty billions we have spent, much of 
it to prove the failure of the system of 
free competitive enterprise and the 
beneficence of political administration 
of economic affairs. Freedom, I have 
said, is achieved only through sacrifice 
and cannot be cheaply maintained. 
Thirty billions is a lot of money to a 
Missouri or Kansas banker, but it is not 
too much to pay to maintain democracy 
in America and the system of economy 
so distinctly our own. If that great 
extravagance has taught us that our 
economic problems cannot be settled by 
regimenting our industries and central- 
izing in Federal authority the direction 
of our activities, but rather that our 
future security lies in the fullest main- 
tenance of our liberties and the protec- 
tion of our system of free enterprise, 
then even fifty billions would be small 
change to America.—From an address 
before the Missouri Bankers Association 
convention. 


MUNICIPAL BONDS FOR BANK INVESTMENT 
By Pat G. Morris 


Vice President, The Northern 


HERE is a place in the investment 
portfolio of most all banks for a 
reasonable holding of high grade 

state and municipal bonds. Most bank- 
ers are not so familiar with the techni- 
calities of municipal bonds or the art 
of profitably purchasing them, but it 
is not necessary for the average banker 
to be a municipal expert in order to 
deal effectively in municipals. 

The great bulk of outstanding muni- 
cipal debt represents a very high type of 
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Trust Company, Chicago, Ill. 


credit, second only to U. S. Government 
bonds. Jf purchases are made from this 
quality group, and maturities are con- 
servatively chosen, a banker will look 
upon his municipal account in the same 
light as he would his government bonds. 
This type of investment cannot be 
bought blindly, but the great majority 
of municipal bonds are good and the 
chance for going wrong in this kind of 
investment is at a minimum. 

As a general rule it is believed desir- 
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able that for portfolio purchases. most 
banks should confine their municipal 
purchases to the shorter and medium 
term maturities. In this way an invest- 
ment account will have an annual yearly 
run-off due to serial maturities, which 
would be convenient in the event of any 
major change in interest rates. 

One of the outstanding attributes of 
most municipal bonds is that they ma- 
ture serially, and an investment port- 
folio can be created with them to give 
the desired time of run-off which is 
sometimes difficult to accomplish with 
corporate bonds. The fact that munici- 
pals have serial maturities means also 
a constantly available supply of such 
bonds in the market due to refunding 
by municipalities. 

Most municipal bonds 


are non- 


callable, and this is found to be a dis- 
tinct advantage as an investment is 
made for a definite period of time at a 
known rate of return and cannot be 
upset by the option of the borrower to 
call the loan. With bankers experienc- 

' 


ing every day the calling of their best 
corporate bonds, this feature is one not 


to be overlooked. 


There is broad marketability in all 
high grade municipal issues, but espe- 
cially the earlier maturities. For this 
reason a banker looks upon municipal 
bonds as a creation of serial term loans, 
but not in any respect unmarketable 
because marketability is so readily 
available that sales of large or small 
blocks can easily be accomplished at 
will. 

The total amount of outstanding 
municipal bonds has been approxi- 
mately $19,000,000,000. There is little 
reason to expect that over-all municipal 
debt need show, in the future, any 
appreciable increase above the amount 
now outstanding; in fact, many muni- 
cipalities are embarking on definite 
programs for the steady retirement of 
debt without refunding.—From an ad- 
dress before the recent Bond Portfolio 
Conference in Cleveland, Ohio. 


A JOB FOR BANKING LEADERS 


By Joun A. REILLY 
President, The Second National Bank, Washington, D. C. 


T seems to me with so much at stake 
the banking leaders of this country 
should do everything to bring about 

céoperation between three great classes 
—the citizens—the government—the 
business leaders. 

As for the citizens I would recom- 
mend the following: 

1. Let’s keep our balance. Don’t let 
the blare of the bugle and the ruffle 
of the drum stir our patriotism to such 
an extent that we lose our perspective. 
As Americans in this program we are 
not cowards—we will never waver in 
fulfilling any obligations—we do not 
lack the' deepest sympathy for those in- 
volved but this is not our war. 

2. Cultivaté the friendship of our 
neighbors to the north and south. We 
must work together in harmony if we 
are to succeed. 
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3. Develop a personal philosophy of 
trying to aid our country—not trying to 
get something for nothing. 

4. Have faith in the future—the basis 
of faith is faith in one’s self—belief in 
Santa Claus is wishful thinking. A 
man who has lost faith in himself, but 
clings to the hope that somebody or 
something else will rescue him from his 
own weakness, is doing his utmost to 
drag those around him down to his own 
level of helplessness. 

To the Government I suggest the fol- 
lowing tasks: 

1. Govern more and rival less. Uncle 
Sam can be a wonderful umpire. We 
need him to officiate. He should make 
the rules of the game fair and enforce 
them. When he aspires to be the star 
player—grabs the ball and runs for a 
touchdown—he ‘may temporarily gain 
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the cheers of the bleachers—but in the 
end he will ruin the game. 


2. Spare no effort or dollar in deal- 
ing with the problems of our Army and 
Navy. We have a great deal to protect 
and_ preserve. 

3. Stop thundering in the ears of the 
American people that profit is criminal. 
Interest is merely wages paid for money 
—money won’t work for nothing any 
more than men will—and when money 
won't go to work men cannot. 

4. Adopt a sound and constructive 
tax policy. Don’t try to take it all. Our 
forefathers taught us that the power to 
tax is the power to destroy. 

5. Have a minimum of legislation 
affecting business. 

6. Track down the spies and those 
who would destroy our fair land— 
bring them to justice and mete out the 
proper punishment. 


These and other problems are ample 
to occupy the time of those charged with 
the responsibility of governing us. 


And to business men we could say: 
1. Replace the discouragement that 


you have been experiencing with a re- 
birth of faith. Our industries in the 


United States have made life safer, 
fuller, and happier than anywhere else 
in the world because men with vision 
and courage have had faith enough to 
adventure into new fields. 


2. Study carefully the possibilities of 
recapturing our South American trade. 
Remember they are Americans too. 


3. Stop criticizing your government 
—accept the reforms that have proven 
themselves workable. 


4. Be fair to labor—provide good 
wages and reasonable hours so that the 
great rank and file will be happy and 
contented citizens. 


Just a word in conclusion. As the 
star of empire westward moves, it places 
a tremendous responsibility upon us. 
The future of democracy depends in my 
judgment upon how well the partner- 
ship between free enterprise and the 
chartered banking system works. If it 
works it will mean a greater America 
—a nation with food and shelter for 
all—citizens with enriched lives enjoy- 
ing the comforts and happiness they 
deserve. It is a goal worthy of our 
supreme effort.—From an address be- 
fore the Florida Bankers Association 
convention. 


BUILD GROUP MEETINGS AROUND YOUNGER BANKERS 


By J. P. 


Huston 


President, Missouri Bankers Association, and Cashier, Wood & Huston Bank, 
Marshall, Missouri 


T occurs to me that we are missing a 
golden opportunity in not building 
group meeting programs around our 

younger men—and by “younger men” 
I mean bookkeepers and tellers as well 
as junior officers. From this group will 
come many of our future bank execu- 
tives. Let us not only make a point of 
having these young men attend the 
group meetings that they make profit- 
able contacts and listen to discussions 
of subjects of special interest to them, 
but let us gradually put the entire con- 
duct of the group meetings into the 
hands of these men, under the super- 
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vision, of course, of the officers of the 
association. 

Such a plan, it seems to me, would 
be invaluable from two angles—in the 
first place it would be an excellent 
training school for future officers; and, 
in the second place, it would greatly 
increase the efficiency of younger em- 
ployes by giving them a broader concep- 
tion of what banking is, its aims, ideals, 
problems, what it hopes to accomplish, 
and by what methods. For them it 
would lift banking above the monotony 
of eternal change-making and balancing 
of ledgers. Too, it would give to them 
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something of the stimulation we our- 
selves receive from our annual conven- 
tions, both state and national—the re- 
union with old friends, the discussion of 
mutual problems, a new and fresh 


thought to take back to our work, and 
always another and better meeting to 
anticipate—From an address at the 
recent Missouri Bankers Association 
Convention. 


SAVING STILL THE BASIS OF PERSONAL WELFARE 


By Frep F. Lawrence 
President, National Association of Mutual Savings Banks 


UNITED States Senator, within the 
year, uttered on the floor of that 
tribunal these challenging words: 

“In my opinion the great masses of the 
American people can never again save, 
and any attempt on their part to save 
will break down our economy.” 

We might be less concerned over such 
extravagant utierances if they remain in 
the realm of theory, or if human nature 
were other than what it is. Man, unfor- 
tunately, is prone to believe what he 
wishes to believe. No miser ever yet 
won a popularity contest. Spending, 
public and.private, is inherently allur- 
ing, not only because you and I may 
gratify a widening range of desires, but 
because, in the process of satisfying 
those desires, we have built up a pro- 
ducing and distributing mechanism 
geared to activity, volume and expan- 
sion, and have become none too critical 
of anything which makes the wheels 
spin. The most vigorous opponent of 
the pork barrel becomes slightly less 
vocal when he finds a savory morsel 
upon his own plate. The most conser- 
vative citizen views with somewhat 
greater complacence a growing disre- 
gard for personal budgets, if business 
is being stimulated. Concerned more 
with symptoms than with diagnosis, we 
lament the incompetence of political 
physicians, when the fault may lie 
largely with the patient, for the health 
of a democracy is reflected in the pulse 
of public opinion. 

Civilization has not vanquished the 
medicine man; it has merely refined his 
methods. Paradoxically, the very prog- 
ress man has achieved by patient study 
of the laws of his universe, intoxicates 


him to a point where he believes that ' 


he can amend or repeal those laws. He 


forgets his role of a discoverer; a 
humble explorer in the realms of the 
infinite; and aspires to be a creator. No 
longer are the meek to inherit the earth. 

So we find ourselves today—for we 
must all share the responsibility— 
planning a new order of society in 
which the penalty no longer follows the 
sin, where we may eat our cake and 
still have it. Purchasing power accord- 
ingly is to be supplied; capital either is 
to be dispensed with or magically 
created out of thin air. Saving is 
futile, because we have evolved at least 
two substitutes for it. 

The first of these substitutes is 
manipulation of the monetary unit, for 
purchasing power and money obviously 
are identical. So we ask our modern 
magicans to supply consuming power 
and capital by the monetization of de- 
ficits, private and public; or by grants, 
subsidies and bonuses to select groups, 
large or small. The fascination of this 
program is that it actually works for 
a time. Many an ingenious inventor 
almost has achieved perpetual motion; 
but the tragic note in this symphony 
is the familiar one. We have an idea 
that we have heard it before. The in- 
flationary process is not to be criticized 
for its novelty, but its lack of it. It 
seems incredible, in the light of the 
history of countless monetary experi- 
ments of similar character——all having 
the same unfortunate outcome—that 
man still goes on these joy-rides 
blithely hopes to escape the morning 
after. The severity of the headache is 
bound to be in proportion to the length 
of the debauch.—From an addréss be- 
fore the recent conference of the Na- 
tional Association of Mutual Savings 


Banks. 
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WHEN DOES CONTROL BECOME TYRANNY? 


By Pau F. CapMan 
Economist, American Bankers Association, New York City 


MERICAN industry and commerce, 
A submitting to necessary limitations, 

cannot enjoy that degree of free- 
dom which will be worthy of the name 
of liberty, without an independent bank- 
ing system, one which gathers together 
the funds and the savings of an inde- 
pendent people and administers them in 
the operation and development of free 
enterprise. The banking journals have 
thoroughly reviewed the course of Gov- 
ernment action in the field of finance. 
Government now dominates and directs 
the Federal Reserve banking system. A 
Government agency insures deposits in 
part on the theory that the sound and 
solvent should cover the mistakes of the 
unsound and insolvent. There are now 
more than fifty Government lending 
agencies, many of which have the power 
to issue bonds, which is to say to bor- 
row money with a Government guar- 
antee. The Treasury Department of the 
United States has now become a finan- 
cial agency, whose functions far exceed 
the duty of collecting and disbursing 
Federal revenue. Through the Stabiliza- 
tion Fund established by the so-called, 
“profit,” accrued from the devaluation 
of the dollar, the Treasury now deals 
in foreign exchange and profoundly in- 
fluences the price of that commodity. 
Through direct and indirect action, the 
Federal Reserve Board can virtually 
dictate the domestic interest rate. All 
of these powers may be justified by 
“emergency,” “expediency,” or “neces- 
sity,” but the question remains where 
and when do we stop? Once more it is 
not a question of control or no control, 
but rather when does control become 
tyranny. 

At the very heart of a system of free 
enterprise, is a free banking system. No 
political agency can be trusted to lend 
money to individuals. The great bulk 
of American business is directly depend- 
ent on financial institutions. If the 
major financial functions are assumed 
by the Government, then business in 
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general is controlled by the Govern- 
ment. 

For any ruling power which can fix 
the value of money, which can extend 
its own credit indefinitely, which can 
operate extensively in the field of for- 
eign exchange, which can influence the 
interest rate, and can itself engage in 
lending to private individuals and pub- 
lic and private corporations, has the 
destiny of industry and commerce in 
its hands. 

This domination of the key business 
service is accompanied by the same 
kinds of political activities which have 
appeared in previous periods of our 
history when the Government sought to 
take direction of banking facilities, 
namely, disagreement among the poli- 
tical leaders as to what constitutes sound 
practice—From an address before the 
1940 Conference on Banking, Madison, 
Wisconsin. 


© 
SAVE DECAYING HOMES 


Too often the decaying homes which 
threaten to blight a neighborhood be- 
long to institutions or individual lenders. 
This is due largely to the fact that hold- 
ers of foreclosed homes already have 
taken losses and hesitate to invest more 
money in the properties. But careful 
consideration should be given to the 
further losses involved in neglect of such 
properties and to decide if further in- 
vestment will not actually yield worth 
while returns. 

Every house going “downhill” men- 
aces other properties. If institutions 
owning several homes in a district allow 
even one property to decline, they are 
risking far more than a single recondi- 
tioning job would cost. If they are al- 
lowing a number of properties to de- 
cline, or even remain in poor condition, 
they are virtually abandoning their in- 
vestments.—Fred W. Catlett, member of 
the Federal Home Loan Bank Board. 
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Advertising and 
Publie Relations 


Digests of Recent Ideas, Campaigns, 


‘‘Boo! It’s Tax Time Again”’ 


Under the above caption, and with an 
attention-compelling _ illustration of 
scary jack-in-the-box popping out at the 
reader, California Bank, Los Angeles, 
calls attention to the local tax deadline 
and two of the bank’s services. Copy 
reads: 

“Pay yours with a California Bank 
Money Order . . . and if you find your- 
self short of funds, drop in at any neigh- 
borhood office of the bank and apply 
for a low-cost installment loan. You 


have a full year to pay and the monthly 
payment dates can be arranged to suit 
your convenience.” 


Night Depository Stimulus 


The opportunities offered for exten- 
sion of night depository service as a 
result of Saturday closing are well illus- 
trated by the experience of New York 
state bankers. In reply to a question- 
naire contained in a recent issue of their 
News Letter, the New York State Bank- 
ers Association reports the following 
answers received: 

Of the banks which closed on Satur- 
days during July and August, 1939, 13 
per cent report no increase in use of 
their night depositories, 27 per cent re- 
port a slight increase, 7 per cent report 
a twenty-five per cent increase, 7 per 
cent a thirty per cent increase, 13 per 
cent a forty per cent increase, and 33 
per cent report a one hundred per cent 
increase. 

In reply to another question, respond- 


Advertisements, etc. 


ing banks indicated that night deposi- 
tories, in connection with Saturday clos- 
ings, were: useful, 28.6 per cent, val- 
uable, 35.7 per cent, indispensable, 35.7 
per cent. 


Teacher Vacation Loans 


“Summer vacations are very nice but 
—they entail problems, too. Foremost 
among those problems is the question 
of money, and that is where we come 
in.” So starts a letter recently sent to 
Richmond school teachers by the State- 
Planters Bank and Trust Co., Richmond, 
Va. The letter continues with an ex- 
planation of the convenience and low 
cost of the bank’s loan plan for financ- 
ing, calling special attention to the fact 
that such loans “can run concurrently 
with the school year, the first payment 
falling due with the first Fall pay day. 
A folder fully descriptive of the loan 
plan is enclosed with each letter. 


‘Public Relations Minute’’ 
The Little Rock Branch of the Federal 


Reserve Bank of St. Louis, according to 
The Arkansas Banker, has printed a neat 
card bearing the following intra-bank 
message. 

“You—the officer, the department 
head, the employe, the telephone opera- 
tor, or the guard—are this bank in the 
eyes of the public. What you say and 
do—and how you say and do it—is 
what gives this bank a good or a bad 
name. 

“Every minute a customer is in this 
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bank is a public relations minute. Every 
minute that you spend in handling corre- 
spondence is a public relations minute. 
Every minute you are out of the bank 
and in contact with any member of the 
community—man, woman or child—in 
or out of Little Rock, is a public rela- 
tions minute.” 


American Enterprise 


“What American Enterprise Means” 
is the title of a booklet recently issued 
by the Marshall & Ilsley Bank, Milwau- 
kee. Sixteen newspaper advertisements 
carried by the bank are reproduced. 
These deal with various industries, in- 
cluding dairying, foundry, produce, 
automobile, baking, canning, paper, 
shoes, etc., in each case showing the 
contribution of the industry to the gen- 
eral welfare of the country and to the 
people engaged in it. A foreword in 
the booklet explains: 


“The newspaper advertisements re- 
printed in this book are a representative 
selection from a series published by the 
Marshall & Ilsley Bank in the interest 
of better public understanding of what 


‘business’ contributes to community 
welfare, aside from the commonly 
accepted production of goods or serv- 
ices. The economic benefits, particu- 
larly employment and wages, briefly 
presented, indicate concretely the extent 
to which business and industrial organ- 
izations provide most of us with our 
daily work. 


“To become informed is usually the 
first step toward better understanding— 
informed people deliberate carefully on 
social and economic changes which 
affect their democratic way of living 
and working within the American sys- 
tem of individual free enterprise.” 


W. B. A. Advertisements 


A. R. Gruenwald, Director of Public 
Relations for the Wisconsin Bankers 
Association, reports a steady increase in 
the use of the prepared advertisements 
furnished to members of the association. 
The current set of eleven ads includes 
messages on FHA loans, banker-farmer 
activities, dairying, auto loans, bank 


money orders, checking accounts, poul- 
try, personal loans, etc. Members of 
the association are furnished with proof 
sheets of the ads, and may have their 
local newspapers set them up or order 
complete mats from the association. 


S & L Advertising 


A survey made by the Public Rela- 
tions Department of the Federal Home 
Loan Bank Board shows that the daily 
newspaper, for the third straight year, 
far outdistanced any other medium 
utilized for advertising by Federal 
Home Loan Bank System member sav- 
ings and loan associations. Ninety-four 
per cent of the associations reporting in 


‘““EYE-CATCHERS”’ 


These bank ad heads caught our 
eye and made us read the ad. How 
about you? 


When There’s Nothing 
In the ‘‘Kitty’’ 


—California Bank, Los Angeles, 
California. 


‘‘Care-Free’’ Means One Thing 
at 6... Another at 60 


—The Hamilton National Bank, 
Chattanooga, Tenn. 


It May Be Hidden 
—But Is It Safe? 


—The Atlantic National Bank, 
Jacksonville, Florida. 


Here Are Four of the Most Com- 
mon and Most Costly Estate 
Mistakes 


—The First National Bank of 
Birmingham, Alabama. 


Private Enemy No. 1 


—State-Planters Bank and Trust 
Company, Richmond, Va. 
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the questionnaire used the newspapers 
for advertising, and eight and one-half 
per cent used newspapers exclusively 
for advertising purposes. Next largest 
expenditure was for radio, twenty per 
cent of the associations reporting use of 
radio time and allotment of 10.5 per 
cent of their total advertising budget 
to this medium. Another interesting 
feature revealed was that one out 
of five associations in 1939 utilized cé- 
operative advertising either to supple- 
ment their own individual efforts or as 
a group means of placing their story 
before the public. 


The average reporting association had 
assets of $1,490,000 and a gross operat- 
ing income of $76,000 for the year. Re- 
lating the aggregate expenditures of this 
group to their total volume of new busi- 
ness, $658,311,000, it was found that for 
every dollar of new business the asso- 
ciations placed on their books, only 
one-third of one cent was spent for 
promotion. 


| PRIVATE ENEMY 
& No. 1 


IROCRASTINATION is more than a petty thicf—it is 

oftentimes an arch-criminal, a veritable Private Enemy 
Number Oné. 

Asa rule, fortunately, its thefts are small and consist of little 
things you need or of things that might have brought real joy 
to others. For example, the overshoes you promise to get your- 
self (everytime it rains!) ... and the present you put off buying 
for your wedding anniversary 

But all too frequently Procrastination commits such a major 
crime as the destruction of the future happiness and comfort of 
those we love most. How often we hear people say—"If only 
Jim had revised his Will so that taxes woulda’t have taken so 
much"=—“His executor’s illness cost his estate thousands of 
dollars”—"Poor Mary, she’s having such a struggle” Unfor 
tunately, in such cases, little can be done--for the outmoded 
Wills thet men leave live after them. 


| 
| 


A few minutes of your time today—spent modernizing your 
estate plans with one of the trust officers of this seventy-five 
year old institution—will make certain that Private Enemy 
Number One does not rob the members of your family of the 
comforts and happiness you intend them to have 


State-Planters 


BANK AND TRUST COMPANY 


RICHMOND be VIRGINIA 
feces 
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A recent newspaper advertisement 

carried by the State-Planters Bank 

and Trust Company, Richmond, Va.— 

an attention-compelling, human in- 

terest method of putting across a 
trust message. 


Sheep Loans 


The First National Bank of Clarks- 
ville, Tennessee, continuing its “Four 
Pillars of Income” campaign, has issued 
a four-page folder titled “Again— 
Sheep, The Second Pillar of Income.” 
The folder advises farmers that “it looks 
like the common sense thing for the 
farmer to do is to have several differ- 
ent incomes—such as the Four Pillars 
of Income. Those farmers who do have 
a number of crops—like tobacco, sheep. 
wheat and cattle—seem to get along 
better, make more money, and appear 
more independent than so many who go 
along year after year chasing prosperity 
through one crop farming, and who 
never get anywhere.” 

Bringing the bank directly into the 
picture, the folder suggests: 

“There are some farmers hereabouts 
who want flocks of sheep who hesitate 
about buying them because they do not 
have the money to pay cash for the 
sheep. If they are the kind who have 
ability and character and courage they 
are just the sort with whom this bank 
wants to do business. These are the 
people who make a success in the face 
of discouragements. 

“So when a deserving farmer comes 
in to this bank this year to borrow 
money to buy a flock of sheep, he will 
find that the officers of this bank are, as 
usual, very ready to listen to him, and 
very much inclined to lend him the 
money, if the farmer’s proposition has 
good promise for success.” 

To make it even more convenient, a 
return postage paid card is enclosed 
with each folder so the farmer may 
indicate his interest in having a flock 
of sheep, or adding to his present flock. 


Southern Pine Newsprint 


Under the caption “New Wealth for 
the South,” The American National 
Bank, Nashville, Tenn., in a recent news- 
paper ad, calls attention to the new 
Southern newsprint industry. Illustrated 
by views of a paper mill plant and a 
modern high-speed press, copy reads: 

“The United States has been depend- 
ent upon Canada and the Scandinavian 
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countries heretofore for its newsprint, 
costing hundreds of millions of dollars, 
so Dr. Charles H. Herty conceived and 
developed the idea of making newsprint 
from Southern slash pine. 

“Today, the first carload of newsprint 
from Southern mills has been received 
in Nashville and used by a local Nash- 
ville newspaper. 

“This new industry will bring added 
employment, and it is estimated that 
within ten years industries based on 
slash pine will do an annual business 
of not less than one billion dollars.” 

A short message ties in with the bank 
as follows: “Through the years, it has 
been the policy of this bank to encour- 
age sound business development in the 
South, and in many instances it has 
been our privilege to be of financial 
assistance to new enterprise. If you 
have a sound business proposition re- 
quiring financial assistance, we will 
welcome an opportunity of discussing it 
with you.” 


‘‘Inexperience Tax’’ 


Dealing with tax and estate matters, 
the May issue of the Journal, issued by 


The Union & New Haven Trust Com- 
pany, New Haven, Conn., calls attention 
to “The Inexperience Tax:” 

“There is a tax that is to be found in 
no statute book, and that is the ‘inexpe- 
rience tax.’ It most frequently levies 
tribute on owners of securities or those 
dependent on investments for their liv- 
ing. It is the penalty paid for poor 
management—for failing to realize that 
the care of investments is now a busi- 
ness in itself and cannot be successfully 
handled as a side line. 

“In effect, anyone who derives an in- 
come from securities has a second busi- 
ness. This business may require the 
owner to keep in touch with ten, twenty, 
fifty, or a hundred other businesses 
located here, there, and everywhere— 
businesses in which he has an interest 
as an absentee stockholder or bond- 
holder. To neglect this second business 
or to entrust it to inexperienced hands 
is to invite the ‘inexperience tax.’ This 
may run to any amount. We have seen 
instances where it far exceeded all other 
estate costs. 
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“Why should anyone risk incurring 
it? One cannot avoid statutory taxes or 
other estate administration expenses. 
But one can do much to avoid the in- 
experience tax—by shifting the respon- 
sibility for investment management into 
hands which will care for it on a full- 
time, professional basis.” 


© 
PERSONAL LOAN ADVANTAGES 


A WELL-OPERATED personal loan depart- 
ment would be advantageous to your 
bank for the following reasons: 

1. Customers’ needs—you will find 
that you are better able to service the 
needs of many of your present deposi- 
tors who are now forced to secure 
necessary funds from some other source, 
usually at a higher rate of interest than 
you would charge. 

2. The quality of business obtain- 
able—records of banks engaged in this 
business indicate that far from catering 
to a spendthrift class of people, cus- 
tomers of personal loan departments 
are careful of the commitments they 
make and are anxious to maintain a 
good record of time payments so that 
they may not handicap themselves in 
future purchases. 

3. Quantity of business obtainable— 
unless the field is already adequately 
serviced by other banks in your terri- 
tory, there is a considerable amount of 
the business available from your own 
customers and friends of your bank, 
provided, of course, you take the neces- 
sary steps to acquaint them with your 
services. 

4. This plan adds the essential in- 
gredient that was usually missing in 
loans to individuals handled through 
your regular loan and discount depart- 
ment, that is, regular liquidation. Any 
fault in granting the credit shows up 
promptly—not after a year of renewals. 
A fixed repayment agreement defines the 
obligation of the borrower. Disputes 
about what was intended and outright 
requests or demands on the part of the 
bank for liquidation are eliminated.— 
William B. Hall, Manager, Monthly 
Payment Loan Department, The Detroit 
Bank, Detroit, Mich. 
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BRIEFS 


Items of Interest from Many Sources— 
Condensed for Quick Reading 


**Bank of Tomorrow’’ 
Bank of America’s “Bank of To- 


morrow,” at the San Francisco World’s 
Fair, opened its doors again this year, 
25 days in advance of the opening of 
the Fair itself. Hailed last year as a 
daring step for an institution such as a 
bank to pioneer, the blue, red, silver 
and gold color scheme inspired the 
admiration of some 3,750,000 visitors— 
75,000 in one day alone. This year 
again visitors will marvel at the bank’s 
lack of windows, its concealed lighting, 
streamlined fixtures and glass tile 
counters. 

Twenty-five of the staff are employed 
in the banking room where they can be 
seen, and night and day they will be 
the target for staring, curious eyes. The 
rest of the staff, however, labors out of 
sight in the service room. Here, in 
addition to handling all types of finan- 
cial transactions for customers and the 
public in general, they will count gate 
receipts and perform necessary services 
for cashiers and concessions, exhibits 
and so forth all over the island. In 
other words, they will handle all cash 
for the Exposition and its concessions. 

That amounts to a lot of money. Last 
year nearly 400 tons of silver were 
taken from the branch for use in mak- 
ing change at all the various booths, 
ticket offices and cash registers. Sur- 
plus cash to the amount of $17,500,000 
was shipped to the Federal Reserve 
Bank in San Francisco for safe keeping. 

June 15 is Bank of America Day at 
the Fair this year, and again the nine 


thousand employes and their families 
of Bank of America will converge upon 
the island to inject into the Exposition 
the same spirit of genuine enthusiasm 
that made last year’s Bank of America 
Day a huge success. 


N. Y. Loan Research 


A critical examination of conditions 
which affect the loaning function of 
commercial banks is offered in the first 
of a series of reports issued by the New 
York State Bankers Association Com- 
mittee on Loan Research, under the 
chairmanship of William V. Stone, 
assistant vice-president of the Lincoln 
National Bank and Trust Company of 
Syracuse. Adverse influences on the 
volume of bank loans are found to in- 
clude: (1) tendency toward smaller in- 
ventories brought about by improved 
means of transportation and communi- 
cation; (2) tendency toward concentra- 
tion of production and distribution of 
merchandise in the hands of larger 
business units; (3) the easy capital 
financing of the late ’20s and its influ- 
ence on the fashions of financing, and 
(4) the growth of the operations of 
finance companies. Fourteen points 
are offered as a basic method of ap- 
proach toward solution of the underly- 
ing problems of commercial bank 
credit. 

Other reports in the series, some of 
which have already been issued, include: 
Field Warehousing Loans, Installment 


Loans, FHA Title II Mortgage Loans, 


Short-Term Farm Credit, etc. 
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World’s Fair Bank 

Preceding the opening of 
the New York World’s Fair 
by ten days, Manufacturers 
Trust Company formally 
opened its World’s Fair 
office on May 1 this year. 
Located in the same building 
occupied last year, in the 
very heart of the Fair, the 
office is only a few steps 
away from the theme center 
and opposite the statute of 
George Washington. 

In addition to supplying 
customary banking services, 
this office serves as a bank- 
ing depository for the World’s Fair 
itself as well as for its principal exhibi- 
tors and concessionaires. 

Architecturally the office is designed 
to typify the “Bank of Tomorrow.” The 
banking floor is circular in shape, with 
a diameter of sixty feet. The reception 
space for customers looks out through 
a large glass window upon a beautiful, 
landscaped garden, and between this 
garden and the window is an outdoor 
paved terrace, fitted with seats when the 
weather becomes warmer. All lighting 
is diffused and the entire interior is air- 
conditioned. Of outstanding interest 
are two large murals which depict the 
evolution of money and the significance 
of money in our modern economic 
structure. 

Harvey D. Gibson, president of the 
Manufacturers Trust Company, is 
chairman of the board of directors of 
the Fair corporation, and the showman- 
ship he has demonstrated in handling 
active direction of the Fair this year 
has already won him wide acclaim. 


Foreign Bonds Defaulted 


Of the $6,091,667,044 of publicly 
offered foreign dollar bonds outstand- 
ing on December 31, 1939, $3,745,501,- 
598 or 61.49 per cent received debt 
service in full, $2,322,068,146 or 38.12 
per cent were in default as to interest, 
and $24,097,300 or 0.39 per cent were 
in default as to sinking fund, according 
to a bulletin “Statistical Analysis of 
Publicly Offered Foreign Dollar Bonds” 
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published by Dean John T. Madden, 
Director of the Institute of International 
Finance of New York University. 

“Latin America,” the bulletin states, 
“accounted for 54.3 per cent and Europe 
for 40.9 per cent of total defaulted 
bonds. Brazil and Mexico accounted 
for 29 per cent and 27.7 per cent, re- 
spectively, of defaulted Latin American 
bonds, while German issues represented 
68.1 per cent of the total amount of 
European bonds in default as to interest. 
Almost 74 per cent of outstanding 
Latin American bonds and about 58 
per cent of outstanding European bonds 
were in default as to interest.” 


© 
IMPORTANCE OF RESEARCH 


IF we are to oppose governmental con- 
trol intelligently, we must be better 
equipped than the Government to solve 
the fundamental problems that confront 
society. Carping, negative criticism is 
no adequate defense of our position—- 
we must be ready to offer constructive 
suggestions, and, if we are to do that, 
it is imperative the banking community 
and the economists in our universities 
should be in possession of factual in- 
formation equal to, or greater than, that 
at the disposal of governments. Re- 
search in the field of finance is more 
important to bankers today than it ever 
has been.—Dr. Cyril F. James, Princi- 
pal and Vice-Chancellor, McGill Uni- 
versity, Montreal, Canada, in a recent 


address. 
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Convention Dates 


NaTIONAL 


June 3-7—American Institute of Banking, 
Hotel Statler, Boston, Mass. 


June 17-29—Graduate School of Banking, 
Rutgers University, New Brunswick, New 
Jersey. 


June 22—Robert Morris Associates, Skytop 
Lodge, Skytop, Pa. 


September 18-20—National Association of 
Supervisors of State Banks, Richmond, 
Va. 


September 22-26—American Bankers Asso- 
ciation, Atlantic City, N. J. 

October 2-4—Mortgage Bankers Associa- 
tion, Chicago, II]. 

October 16-19—National 


Bank Auditors 
Louis, Mo. 


October 28-30—Financial Advertisers As- 
sociation, The Homestead, Hot Springs, 
Virginia. 


Association of 
and Comptrollers, St. 


November 13-15—United States 
and Loan League, Chicago, II. 


Savings 


STaTE aND REGIONAL 


June 3-4—South Carolina Bankers Associa- 
tion, Ocean Forest Hotel, Myrtle Beach, 
S. C. 


June 3-5—Iowa Bankers Association. 


June 5—New Jersey Savings Banks Asso- 
ciation, Montclair Golf Club, Verona, 
N. J. 


June 5-7—Minnesota Bankers Association, 
Minneapolis, Minn. 


June 5-9—District of Columbia Bankers 
Association, The Homestead, Hot Springs, 
Va. 

June 6-8—West Virginia Bankers Associa- 
tion, Greenbrier Hotel, White Sulphur 
Springs, W. Va. 

June 7-8—New Hampshire Bankers Con- 


ference, Dartmouth College, Hanover, 
N. H. 


June 7-8—Utah Bankers Association Eccles 
Hotel, Logan, Utah. 


June 7-8—Wyoming Bankers Association, 
Carter Hotel, Thermopolis, Wyoming. 


June 10-11—Idaho Bankers Association, 
Bozanta Tavern, Hayden Lake, Idaho. 


June 10-11—New York State Bankers Asso- 
ciation, Syracuse, N. Y. 


June 10-14—Virginia Bankers Conference, 
University of Virginia, Charlottesville, Va. 


June 11-12—Wisconsin Bankers Association. 


June 12—Connecticut Bankers Association, 
Greenwich Country Club, Greenwich, 
Conn. 


June 12-14—Kansas Bankers Seminar, Uni- 
versity of Kansas, Topeka, Kansas. 


June 14-15—North Dakota Bankers Asso- 
ciation, Minot, North Dakota. 


June 14-15—Vermont Bankers Association, 
Woodstock Inn, Woodstock, Vermont. 


June 14-15—Washington Bankers Associa- 
tion, Winthrop Hotel, Tacoma, Wash. 


June 17-18—Montana Bankers Association, 
Many Glaciers Hotel, Glacier National 
Park, Mont. 


June 17-18—Oregon Bankers Association, 
Gearhart Hotel, Gearhart, Ore. 


June 17-19—Michigan Bankers Association, 
Pantlind Hotel, Grand Rapids, Mich. 


June 19-21—Colorado Bankers Association, 
Stanley Hotel, Estes Park, Colo. 


June 21-23—Maine Bankers Association, 
Poland Spring House, Poland, Maine. 


July 8-12—North Carolina Bankers Con- 
ference, University of North Carolina, 
Chapel Hill, N. C. 


July 15-17—Georgia Bankers Conference. 


August 15-17—Pacific Coast and Rocky 
Mountain States ABA Trust Conference, 
Salt Lake City, Utah. 


August 19-23—Arkansas Bankers Seminar, 
University of Arkansas, Fayetteville, Ark. 


August 19-30—Pacific Northwest Banking 
School, University of Washington, Seattle, 
Wash. 


August 26—Nevada Bankers Association, 
Winnemucca, Nevada. 


September 9-11—Iowa Bankers Association, 
Fort Des Moines Hotel, Des Moines, 
Iowa. 


September 9-13—Tennessee Bankers Con- 
ference, University of Tennessee, Knox- 
ville, Tenn. 
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